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Bird’s Eye View 


We've never been much for bird- 
watching, but that bit about the 
first bird on the scene coming up 
with the squarest meal is well 
taken. That’s about what was going 
on in Forses’ nest last month as 
our editors pecked and pulled at 
business news wherever it raised 
its head. 

Editor and Publisher Malcolm S. 
Forbes attended 
the Democratic 
and Republican 
Convention ses- 
sions in Chicago 
and San Fran- 
cisco. After 
talking with 
delegates and 
candidates, he 
forwarded his 
impressions and 
conclusions just 
in time to make 
the Fact and 
Comment pages 
in this issue. He 
also had a busy 
time calling on 
financial and business leaders, in- 
cluding a trip through Kaiser’s 
unique Fontana steel works (press- 
ing the button to “tap” Furnace 
No. 9), ending at a luncheon with 
Pres. Donald W. Douglas, Donald, 
Jr. and the top brass of one of 
the nation’s busiest aircraft build- 
ers held at the Douglas aircraft 
plant. 

Nest Egg. Still another Forses- 
man played it comparatively close 
to the nest in Manhattan, yet man- 
aged to get a bird’s eye view of the 
entire world. The particular bird in 
question: International Telephone 
& Telegraph, whose story (begin- 
ning on page 15) is largely a global 
one. In this issue, too, Forses 
swoops down on seething Egypt for 
a look at what’s happened to the 
Suez Canal Co.’s shares since Hot- 
head Nasser declared the company 
nationalized. What Forses un- 
earthed (see page 25) may surprise 
you. 

And if you’re of a mind that you 
can’t spot a bear on Wall Street for 
all the bulls, better have a closer 
look. Prowling about the Canyon 
last. month, Forses’ editors un- 
covered a whole den of bears cry- 
ing like Cassandra about interest 
rates and dividends. For their rea- 
sons why they think it may be time 
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“to run for the storm cellars,” see 
page 25. 

Busy Bird. Being a busy sort of 
bird, Forses hatches in this issue 
a trio of stories of particular in- 
terest and significance to fledgling 
investors. What, for example, was 
all the rumbling about at the At- 
lantic Coast Line Railroad, where 
a wing-ding of a proxy battle was 
rumored to 
be brewing? 
Forses lifts 
the veil of ru- 
mor and peeks 
behind it on 
page 26. And 
why, in the 
midst of the re- 
tail boom, is 
the S. H. Kress 
chain chopping 
its dividends? 
On page _ 30, 
ForBeEs supplies 
the reason. And 
speaking of 
dividends, why, 
with business 
bright, does National Distillers 
Products favor holding down on 
cash dividends to its stockholders? 
ForBEs reveals why on page 31. 

Forses’ editorial staff last month 
began acting like an early bird, 
as well as a busy one. Though 
it was still summer, we began put- 
ting together facts and files for our 
ninth annual Report on American 
Industry, which won’t appear until 
just after you have ushered in the 
New Year. Until the issue hits 
the press just before January 1, 
1957, a good deal of midnight oil 
will have been burned. There are 
records to pore over, executives 
to interview, industry experts to 
check and security analysts to chat 
with. It will take that long to put 
Forses’ annual industry report to- 
gether, and we’ve found it’s a good 
idea to start right now—while the 
days are still long. 

Thus, while the summer fades 
away for most New Yorkers, the 
dog days will just begin to set in 
for Forses’ ferreting editors. They 
will have to apportion their time 
to turning out each regular issue, 
all the while preparing prelimi- 
nary accounts of their industries 
for the year-end review. We think 
the results will be well worth the 
effort. 
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Dear Mernrill Lynch: 
Without obligation, please give 


me whatever information is avail- 
able about these securities which 


C] I now own (please give num- 
ber of shares), or which. . . 


[) I am now considering buying 






































I should like to have your recom- 
mendations for the investment of 
s My objective is 





() Safety of capital, or 
( Dividends of 4%-5%, or 
(] Increase in value 


Name eatibs 


Address _.... SRP ESE. TE ea nia 
City & State 


Just fill in and mail to— 


WAatrer A. SCHOLL 
Department SD-1 


Merrill Lynch, 


Pierce, Fenner & Beane 
70 Pine Street, New York 5, N. Y. 
Offices in 107 Cities 


———————————— 





READERS SAY 


New England—Behind or Ahead? 


Str: Your article on New England 
(Forses, August 15) which quoted a New 
England businessman as saying: “We’re 
not keeping pace [with the rest uf the 
country]” is good in many ways. How- 
ever, I wonder if your contacts did not 
include what might be called a “conser- 
vative group within a relatively con- 
servative group?” Most of the business- 
men I know think that business in New 
England is good, and that with a little 
effort it will be a lot better. 

W. F. Ranpo.px 
Wellesley, Mass. 


Sir: I was much interested in reading 
“Fact and Comment” on New England 
(Forses, August 15). We are very much 
interested in New England because of 
traffic moving-over our railroad through 
the Mechanicville Gateway. Our own 
surveys of New England prospects coin- 
cide with yours. Personally, I think 
New England is better off with the in- 
dustry it is now developing than with 
the soft goods industry on which it so 
long depended. 

WIiLtiamM WHITE 
President 
The Delaware 
And Hudson Co. 
New York, N. Y. 


Majority to Minority 


Sm: In the interesting article about 
the stock of this company under “In- 
vestment Pointers” (Forses, August 15), 
the statement is made that the Mellon 
interests own 52% of the outstanding 
shares of this company. This statement 
is not accurate. At the present time the 
Mellon interests own slightly less than 
50% of our stock. 

Epwarp A. MonTcoOMERY 
Secretary and 
General Counsel, 
The Carborundum Co. 
Niagara Falls, N. Y. 


Forses published the latest reported fig- 
ures then available—Eb. 


The Confused Authorities 


Sm: In your article “End of the Turn- 
pikes” (Forses, August 1), there is an 
incorrect statement regarding our Au- 
thority. You stated: “Toll road money 
troubles became glaringly clear last 
month when New Jersey and New York 
turnpike authorities came to market 
with some $75 million in tax exempt 
bonds. Both issues had to be withdrawn 
unsold on advice of financial counsel.” 
Our Authority did not offer, and had no 
interest in offering, any bond issue at 
the time you state we did so, and we 
feel that in the interest of factual re- 
porting, you may wish to make a cor- 
rection. The most recent offering of 
bonds by our Authority was in March, 
1955, when $34 million of 2.8%’s were 
sold to finance our lane widening pro- 
gram. 

Henry E. Rose 
Director, Dept. Public 
Information, 
N. J. Turnpike Authority 
New Brunswick, N. J. 


Both Forses and Director Rose are 
correct. As he states, the New Jersey 
Turnpike Authority has not made any 
bond offering in the recent past. But 
New Jersey and New York highway 
authorities other than The New Jersey 
Turnpike Authority did.—Eb. 


Not Duty But Quota 


Str: I noticed in the “Trends and 
Tangents” column of Forses August 15 
issue the question: “Will U.S. manu- 
facturers of cordage and twine, current- 
ly seeking rescue from a flood of foreign 
twines, find it behind the Government’s 
tariff wall?” 

There is no attempt being made to 
have duties placed on cordage and twine 
products that have come into this coun- 
try duty free. [However] a brief has 
been filed with the Defense Mobiliza- 
tion Office so as to regulate the impor- 
tation of these products to protect an 
industry which is listed among the first 
10 in strategic materials in time of 
emergency. 

W. C. BRYANT 
Western District Manager, 
Plymouth Cordage Co. 
Chicago, Ill. 
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For its size the spendingest among the U.S.’ 
chemical colossi, Dow Chemical is also the fastest growing. Forses takes a 
look at one of the past decade’s most dramatic spend-for-profits strategies. 
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WHAT’S HAPPENING AT GOODYEAR—NO. 4 OF A SERIES 


It’s a well-known fact that more people ride on 
Goodyear tires than any other kind. But did you 
realize that more people walk on Goodyear soles and 
heels than any other brand? 


Goodyear has been producing soles and heels since 
1900. Our famous Neolite heels and soles, now avail- 
able in more than 70 colors, have revolutionized 
shoe styling. Goodyear shoe products—over 7000 all 
told—go into just about every type of footwear, 
from baby shoes and dainty dancing pumps to special 
protective shoes worn in atomic work. The ingenuity 
of our Shoe Products Division promises many more 
new developments for the future. 
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First in shoe soles as well as tires, Goodyear includes 
in its list of diversified activities the manufacture of 
industrial rubber goods—aircraft and aviation prod- 
ucts—foam products—films and flooring—chemicals 
—metal products and many more . . . each creating 
and producing to meet the needs of ever growing 
markets. 


TODAY... AND TOMORROW 


GOODSYEAR 


THE GREATEST NAME IN RUBBER 
Neolite, an elastomer-resin blend. T.M. ~The Goodyear Tire & Rubber Company, Akron, Obie 





TRENDS & TANGENTS 


Water carriers were hit nearly as 
badly by the steel strike as were the 
railroads. Lake Carriers Association 
reports that Great Lakes ore ship- 
ments dipped more than 80% in July 
vs. 1955. Coal shipments, however, 
remained about normal, and grain 
shipments nearly doubled. All told, 
water-borne tonnage was off more 
than 50%. 































































Forecast. The New Haven’s Presi- 
dent George Alpert took a long look 
at his railroad’s prospects last month 
when he signed a 299-year lease on 
a projected station for New Rochelle, 
New York. “That is long enough,” 
said he. “After being president of the 
New Haven for seven months, I am 
confident there will not be any rail- 
road in 299 years.” 


Coal got a tentative foot in the 
door last month at Pacific Gas & 
Electric’s hydroelectric paradise. 
PG&E president Paul B. McKee says 
that his company may use coal in 
Coos County, California, if mining 
costs of a 50 million ton field are low 
enough. 


Wall Street's battered bears 
emerged a little further from hiding 
last month. By August 15, they had 
sold 2.4 million shares “short” in Big 
Board companies alone, the most 


, ¥ since May’s midmonth, when the to- 
: ane sites and B&O know-how helped tal hit 2.45 million shares. But, bulls 
this multitude of manufacturers to find the right noted, even the larger August short 
spots for profitable production. There’s a sIT position represents just 0.1% of the 
P P ‘ ” ; <a . total shares listed on the New York 
, TO sUiT YOU in B&O’s Land of Big Opportu- Exchange. 


nity! One acre—or a thousand! A Seaboard 
site—a River site—a Lake site— oran “inland” 
site. Detailed studies on all are available. Let 


Fewer Millionaires. How many U.S. 
taxpayers report gross incomes of $1,- 





us show you these sites on the ground... 000,000 or more? According to a re- 
or at your desk; with modern airviews pl cent Internal Revenue Service study, 
; y ‘ a ee the number in 1953 was 145, a big 
3-dimensional color. Ask our man! drop from the 219 who filed returns 
SPECIAL in 1950. Biggest percentage of the 
STUDY B&O'S PLANT SITE MEN ARE LOCATED AT: 57.8 million individuals reporting in 
“Look wher s 
site is ciatution> Baltimore 1 Phone: LExington 9-0400 1953 were in the $5,000-$6,000 bracket. 
right” ON REQUEST New York 4 Phone: Digby 4-1600 Cincinnati 2 Phone: DUnbar 1-2900 
FROM B&O RAILROAD Pittsburgh 22 Phone: COurt 1-6220 Chicago 7 Phone: WAbash 2-211 AO es 
BALTIMORE 1, MD. 





Compulsory Vacation. Due to slug- 
gish synthetic fabric sales, Labor Day 
‘ signals a week-long holiday for many 
of the U.S. top synthetic textile mak- 
ers. Participating in the shutdown: 
J. P. Steven, Burlington, Amerotron 


BALTIMORE & OHIO RAILROAD Corp. (Textron’s textile subsidiary), 


Berkshire-Hath : 
Constantly doing things — better! erkshire-Hathaway 
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“With all thy getting, get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


PROSPERITY AND POLITICS 


San Francisco—The Democratic Convention had its 
exciting moments, but an air of unreality seemed to hang 
over the whole proceedings. The intense, exciting drama 
packed scenes, the 
“give ’em hell” state- 
ments and the ballot- 
ing itself were first 
rate TV, and provided 
the hundreds of re- 
porters on hand with 
some colorful copy. 
Yet the participants 
themselves would pri- 
vately admit what the 
more perceptive ana- 
lysts were observing: that, barring a new Eisenhower 
health problem, the November election results are a 
foregone conclusion. 

Ike’s personal hold remains undiminished, his unique 
popularity as great or greater than four years before. 

But aside from this obstacle to Democratic victory, 
insurmountable in and of itself, there is another im- 
personal fact of political life that cannot be gainsayed 
by Mr. Stevenson’s moderate distortion of economic 
statistics nor Harry Truman’s twisting of various indexes 
that measure our well being. After the oratory is over, 
the simple fact remains that the country is prosperous as 
never before. Just as the promises of a full dinner pail 
and two chickens in every pot can help win elections, the 
existence of the same condition keeps 
a party in power. 

Any possibility of a slump before 
November, as predicted by some at 
the beginning of the year, has disap- 
peared. In fact, those who make a 
business of looking ahead already fore- 
see a 1957 that will exceed, in many 
respects, 1955 and this year. 

As I sat during the intensely excit- 
ing Vice Presidential balloting in the 
Chicago Convention Hall, I couldn’t help but reflect that 
the outcome of this political drama would have a negligible 


IKE and DICK 





Economic well-being ... 


BANKER BEISE 





Prosperity ... 
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effect in November when weighed against the economic 
well being of Americans. 

And here in San Francisco as convention session after 
session unfolded in dull orderly pre-determined fashion, 
I couldn’t help but think again how little effect the 
monotony of the per- 
formance would have 
in November, when 
weighed again against 
the facts of booming 
industry, full employ- 
ment, steadily expand- 
ing individual pur- 
chasing power. 

As to the President’s 
health: I have always 
regarded with some 
cynicism the statements of political visitors that they 
have “never seen him iooking better,” but I stood 
no more than ten feet from him as he climbed off 
the plane at San Francisco airport. To coin a phrase, 
I never saw him looking better. He was sun tanned 
and in a twinkling good humor. He had bubble and 
bounce. 

As to the health of prosperity: the eminently sagacious 
chief of the nation’s largest banking institution, Mr. S. 
Clark Beise, president of The Bank of America, told me 
that he could not foresee through next year any over-all 
slipping in our economic gears. To counteract the in- 
creasing drop in housing starts, there is the expansion of 
industry itself, with much more blue-printed. Next year 
the impact of the highway program 
will begin to be felt. 

The same confidence in the over-all 
outlook was expressed by Southern 
Pacific’s able helmsman, Donald J. 
Russell. His crystal ball department 
estimated within $5,000,000 S.P.’s $666.9 
million gross in 1955. Thus, one must 
treat his predictions with respect. In 
fact, I have not encountered a Pacific 
Coast pessimist. Ed Kaiser, canny, 


HARRY, ADLAI and ESTES 





...is the key. 


SP’s RUSSELL 





++.» is secure. 


never-resting, operating head of the ever expanding 
Kaiser empire, told me they were so busy getting things 
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done today and planning for more things to be done 
EDGAR KAIsER ‘*°™orrow, that there just wasn’t time 
to sit down and figure out what they 
ought to be sad about, mad about or 
crying about. . 

Chicago had loads of fun at its 
convention. Hospitable San Francisco 
enjoyed hosting the decorous, dull Re- 
publican convention, but the presence 
of great prosperity and the prospect of 
its continuance will play a greater 
part in November results than the 
barrelling bands, and language-mangling political ora- 
tory of the convention. 





no time for gloom 


x 


OBSERVATION ON HOSPITALITY 


San Francisco—One would assume that the delegates, 


guests- and press at San Francisco for the Republican, 
Convention would be talking mostly about politics and~ 


great national and international issues, but the thing 
most talked about is the extraordinary friendliness and 
hospitality of San Francisco—and especially the city’s 
taxi drivers. To those accustomed to the taxicab drivers 
of New York, Chicago and other big convention cities, 
the contrast is extraordinary, so extraordinary that it 
engendered more comment than the Cow Palace pro- 
ceedings. 

In the first place, the cab drivers invariably smile. 

Even more shocking, they are cheerful. 

And most surprising of all they often make an effort 
to open the door, help with the luggage, and—while no 
one who hasn’t been to San Francisco will believe it— 
they even say thank you! 

I guess it’s a commentary on something or other that 
this display of cheerful politeness should be the subject 
of so much comment. Cheerfulness and politeness don’t 
cost any of us anything and pay oft times unforeseen 
rewards. To the San Francisco cabbies, our thanks for 
bringing home this point to visiting thousands. 


x 


A DIVIDEND-POWERED BOOM 


A very interesting figure has recently been released 
which should give pause to even the most confirmed 
bears amongst us. It is this: in the first six months of 
1956, the 947 dividend-paying common stocks listed on 
the Big Board paid a record $4 billion to their delighted 
stockholders. 

Now that is a very impressive figure by itself, but the 
most significant thing about it is the big boost it repre- 
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sents over last year’s fat disbursements: an increase of 
more than 20% over the $3.3 billion paid out in 1955’s 
first half. Better still, it will probably make 1956 the 
14th straight year in which cash common stock dividends 
went up. Thus, even if the rate of dividend growth should 
slow down for a while, it is quite clear that the long, 
strong bull market has had a solid underpinning of 
dividends and is not merely built on sand. 

This calls to mind a study made last month by The 
Exchange Magazine, that excellent little monthly put out 
by the New York Stock Exchange. The Exchange drew up 
a list of Big Board stocks that have been persistent divi- 
dend boosters and made an interesting point: namely, 
that the habitual dividend boosters have out-paced the 
Dow-Jones Industrial Average by a good margin. The 
DJI rose 102.5% between the start of 1951 and the be- 
ginning of 1956; the persistent dividend raisers went up 
168%. Some of the stocks, as the following table shows, 
did better than others, but as a group their showing was 
brilliant. 

It was not only the capital gains-seeking investor who 
profited. The Exchange figured that these stocks were 
yielding at the start of this year as high as 23.9% on the 
money invested in them five years earlier. 

Obviously these same stocks may not do as well in the 
next half-decade, but the moral is clear: in judging the 
soundness of the market, investors should keep in mind 
the hard, dollars-and-sense facts about dividends, growth 
performance and the like. They are a far sounder guide 
to investing than emotional recollections about what 
happened to you, or your father, or your Uncle Jack 
in 1929. 


COMMON STOCKS WHICH HAVE INCREASED DIVIDENDS 


Cash Market Price 1955 
Dividends At Start Of % Yield* 
Stock 1955 1951 1956 Change % 

American Home Products............ $3.30 $31 $90 +190.3 10.6 
Amer. Mach. & Metals, Inc......... 2.45 W 37% +243.2 22.3 
American Natural Gas Co........... 2.10 275% 56 +102.7 7.64 
Boeing Airplane Co................0 3.25 135¢a 79% +486.2 23.9 
Bridgeport Brass Co..............:.00 2.50 132 47¥8 +250.9 18.5 
ia iarctesininsssierecesdieserintnse 2.35 165¢a 56 +236.8 14.1 
Central & S. W. Corp............00+ 1.34 13% 36 +171.7 10.1 
Colgate-Palmolive Co................. 3.00 39%ea 6012 + 51.7 7.5 
Continental Can Co., Inc............. 3.00 322 8812 +172.3 9.2 
Cornell-Dubilier Elec. Corp......... 2.10 12Vea 34% +182.5 17.3 
Delaware, Lack. & W. R.R....... 1.00 13% 20% + 51.4 7.5 
Delaware Power & Light............ 1.48 20/2 40 + 95.1 72 
E. 1. duPont de Nemours............ 7.00 84Ve 232% +176.7 8.3 
General Foods Corp.............:.:00 3.10 46% 9212 +100.0 6.7 
Houston Light & Pow. Co......... 1.25 17%ea 4156 +132.9 7.0 
International Utilities Corp....... 1.60 20% 39 + 88.0 7.7 
St. Regis Paper Co.........c...csssesee 1.80 12 4342 +262.5 15.0 
Southern Natural Gas Co........... 1.65 18a 35 + 94.4 9.2 
Union Tank Car Company.......... 1.50 19V¥ea 31% + 64.1 78 
Warren Petroleum Corp............ 2.00 282 71% +149.6 7.0 


$—Stock in another issue—no adjustment made. a—Adjusted for stock dividends 
or splits. *—Based on market price at beginning of 1951—cash dividend payments 
in 1955. 
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COMMUNICATIONS 





COMBINED 
OPERATIONS 


Solidly entrenched abroad, 
far-flung IT&T is giving top 
priority to its affairs at home. 


Looxinc cool and natty in a neat 
seersucker suit, the tall, bayonet- 
straight man with the carefully regi- 
mented steel-grey hair answered his 
phone promptly. “Why, of course,” he 
grinned, “I’d love to meet Miss In- 
diana.” Moments later a trim, shape- 
ly girl, clutching a small red rose, 
tripped in to shake hands. The girl 
was Mary Jane McNulty, who will 
wear Indiana’s sash in the forthcom- 
ing Miss America Pageant. She also 
happened to be a receptionist at Fort 
Wayne’s Farnsworth Electronics Co., 
a division of International Telephone 
& Telegraph.* The man in the seer- 
sucker suit: her boss and IT&T’s im- 
pressive President (since April) Ma- 
jor General (Ret.) Edmond Harrison 
Leavey, 62. Drawled the general with 
native Texan charm: “Young lady, 
you are one of our greatest assets.” 
Certainly there was much to be 
said for Beauty Queen McNulty’s 
obvious assets, which should stand 
her in excellent stead in Atlantic City. 
But for all his gallantry, the general 
was overextending his flank. IT&T’s 
assets, while not nearly so admirably 
distributed, are nevertheless far more 
formidable. In all, they come to a 
well-developed $687.5 million, not 
counting Receptionist McNulty or 
*Traded NYSE. Price rai 
3736; low, 2914. Dividend 
at nso Tok 1.80. 


assets 
joker eye: 


Tes) § (1956 
$120, Init. 


fa gol Penton 
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indeed, General Leavey himself. 

Mother Hen. As the nation’s 80th 
biggest corporation (in terms of 1955’s 
gross income of $502 million) and 
10th in number of employees (113,- 
000), International Tel & Tel is some- 
thing like a mother hen: a holding 
company which looks after a brood of 
34 manufacturing companies and lab- 
oratories in 19 different countries 
from Austria to Australia (see map). 

Also in the nest: an international 
trading organization, a dozen tele- 
phone, radiotelephone or radiotele- 
graph firms throughout South and 
Central America and the West Indies, 
and a 58% interest in American Cable 
& Radio Corp., biggest international 
cable and radio network in the U.S. 
The sum of all these far-flung ele- 
ments: “IT&T is the mightiest Amer- 
ican-owned (59,000 stockholders) 
concern in the business of developing 





SOSTHENES BEHN & FRIEND: 
the colonel named a general 





and manufacturing electronic and 
telecommunication equipment out- 
side the U.S. The U.S.A. apart, it is 
in effect the Bell Telephone and RCA 
of the western world. 

The World & IT&T. Last month, from 
his functionally furnished, Coolerator- 
air-conditioned office high in the IT&T 
skyscraper above Manhattan’s Broad 
St., President Leavey was sifting 
through reports which showed IT&T 
to be enjoying its best year ever. The 
reports, submitted twice yearly by 
IT&T’s division managers overseas, 
were “educated guesses” on the busi- 
ness prospects for the coming year. 
But if they lean any one way, the 
general explains, they lean to the 
conservative side. 

For Leavey, they make good read- 
ing. In Germany, where IT&T’s Ber- 
lin and Stuttgart outlets turn out 


telephone cables for the German 
Government and U.S. occupying 
forces, earnings were up “sharply.” 


In Holland, they reported “tremen- 
dous growth” for IT&T’s division in 
the Hague, where a new plant will 
double capacity and where on-hand 
orders are up from $10 million a year 
ago to $13 million. The same bright 
picture was painted by the Belgium 
division, where IT&T employment in 
Antwerp is up by 1,000 and July’s 
orders were triple July’s a year ago. 
Even in France, “despite reports 
about the French economy,” things 
were going “very well.” 

Leavey, who admires spunk and 
initiative, found the report from Italy 
especially gratifying. There IT&T’s 
Milan division had sold 17,000 lines 
of new phone equipment in an 


area in which not only Italian, but 
French, German and Swedish firms 
as well are fiercely competitive. Guts 
of the report: operations were pro- 
in Italy. 


ceeding “extremely well” 
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Business was also “up tremendous- 
ly” in Spain, where new U.S. bases 
and a steadily growing influx of U.S. 
tourists are helping to shake the 
Spanish economy free from its dol- 
drums. And across the border in 
Portugal, Lisbon reported that its 
employment rolls had doubled to 900 
on the basis of such orders as a big 
new Government contract for tele- 
phone equipment. It gave promise 
that this year the Portuguese oper- 
ation will at last get out of the red 
into the black. 

There was also good word from 
England, where Standard Telephone 
& Cable of London stands out as 
IT&T’s biggest earner overseas. A 
new submarine cable plant was near- 
ly complete and “substantial orders” 
were on hand for underwater re- 
peaters (i.e., devices which strength- 
en fading telephone or telegraph sig- 
nals). There was also a five-year 
expansion program well underway in 
Australia, where IT&T will spend 
$2.5 million, double capacity by 1959. 

Business was also booming in Latin 
America. In Peru, the IT&T phone 
company, flush with a newly granted 
rate increase, was busily sandwich- 
ing a five-year expansion program 
into three years, by 1959 will be in a 
“good position” to expand still furth- 
er. In Cuba, where there is a “heavy 
backlog” of demand for telephone 
service, IT&T’s company in Havana 
(which already pays a “reasonable 
return” in relation to the parent’s 
over-all investment) has applied for 
a rate increase and stands a good 
chance of getting one. Even in Brazil, 
whose coffee economy sometimes 
fluctuates wildly, IT&T’s Rio division 
had expanded production, increased 
-volume, wiped out a long-standing 
deficit and was showing a surplus. 

The Crystal Ball. “My guess is,” 
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INTERNATIONAL TEL & TEL’S LEAVEY: he has a global connection 


IT&T Comptroller Paul Swantee told 
the Los Angeles Society of Security 
Analysts last month, “that for the 
year 1956 [our sales and revenues] 
will total between $530 million and 
$540 million, an increase of 10%:” 
Full returns for the second quarter 
were not yet in, but on the basis of a 
fat first quarter (in which sales hit 
$119 million vs. $105 million the year 
before) and preliminary estimates, 
IT&T’s first half, Swantee indicated, 
would easily outstrip the $1.59 a share 
it earned in 1955’s first half. 

In New York, General Leavey was 
every bit as confident as Swantee. 
“The year’s first half,” he observed, 
“will make me very happy. There is 
no question in my mind that the last 
half will be better, too.” 

Such buoyant talk around the IT&T 
System last month was a far cry from 
old habits. For 18 lean years between 
1933 and 1951, IT&T’s stoic stock- 
holders wandered in a financial wil- 
derness with not so much as a token 
dividend to show for their flagging 
confidence. A world depression, a 
global war and the consequent de- 
struction and confiscation of some of 
its choicest property had brought 
mighty IT&T almost to its knees. 
Vision and gumption have raised it 
up again. 

Ancient Glories. No one _ supplied 
these characteristics in greater meas- 
ure than the System’s founder and 
now its grand old man, Sosthenes 
Behn, 74. Until he retreated into 
semi-retirement this spring, Behn 
had led IT&T through 36 years of 
feast and famine. 

Born on the island of St. Thomas 
in the Virgin Islands, educated in 
Corsica and Sardinia, cosmopolitan 
Behn and his late brother Hernand 
began small in 1904 with an embry- 
onic brokerage business in Puerto 







Rico. Branching out, they bought 
the struggling, cranky Porto Rico 
Telephone Co., promptly proceeded 
to modernize, expand and consolidate 
it with other island telephone ex- 
changes. Soon the Behns had an 
efficient little phone system linking 
every corner of the island. Word of 
the Behn touch eventually spread 
across the Caribbean to Cuba, whose 
government asked the brothers to 
work the same sort of magic with the 
outmoded Cuban phone system, 

World War I put a temporary halt 
to the Behns’ forward march. Sos- 
thenes Behn detoured to France, 
where he served as a Signal Corps 
lieutenant colonel on General Per- 
shing’s staff. There he contracted a 
great admiration for military men. 
He also calculated that the U.S. would 
emerge from the war as a world 
power capable of assuming leader- 
ship in international communications. 
Thus, back in New York in 1920, with 
brother Hernand he formed IT&T, 
using as a nucleus his Puerto Rican 
and Cuban telephone companies and 
a half-interest (with AT&T) in the 
Cuban American Telephone & Tele- 
graph Co., which was then laying the 
first telephone cable between Havana 
and Key West. 


Long Lines. From those modest 
beginnings, IT&T’s subsequent growth 
was nothing short of. spectacular. In 
1924 it bought (from AT&T) the 
sprawling International Western Elec- 
tric Co., in one swoop gaining manu- 
facturing footholds in Australia, Bel- 
gium, China, England, France, Italy, 
Japan, Norway and especially Spain, 
where the Spanish government had 
asked IT&T to remodel its telephone 
system. Behn changed the name to 
International Standard Electric, an 
outfit which today operates 28 manu- 
facturing and laboratory companies 
in 18 foreign countries, employs 80,000 
people, maintains an export organi- 
zation (with sales representatives 
throughout the world) and a trading 
company which promotes the sale in 
the U.S. of System products devel- 
oped by IT&T abroad. 


As a telephone operator, burgeon- 
ing IT&T soon had set up exchanges 
in Argentina, Brazil, Chile, China, 
Mexico, Peru and Rumania. By 1927 
it had burst onto the international 
telegraph scene by buying up Latin 
America’s All American Cables and 
Radio, later the Mackay System 
(cables to Europe and Asia), the 
Postal Telegraph Network (which 
operated in the U.S.) and the Mackay 
Radio and Telegraph Co. (with radio 
circuits to foreign countries and ships 
at sea). By 1930, Sosthenes Behn’s 
International Tel & Tel was the king- 
pin of international communications, 
fully integrated from research, de- 
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velopment and manufacture to sales, 
installation and operation. 

War's Aftermath. But World War 
II took a heavy toll of IT&T income 
and assets. Its properties in China 
and Czechoslovakia were confiscated 
outright, and many another key prop- 


erty was beyond control. So IT&T 
concentrated its attention on its U.S. 
installations. From Europe it im- 
ported scientists and technicians in 
an effort to create a major manufac- 
turing operation out of a pair of small 
workshop factories. By war’s end, 
the resultant Federal Telephone and 
Radio Corp. had plants and labs 
spread out in 58 different locations 
around Newark, N. J., with some 
12,000 workers on the payroll. It was 
turning out war goods to the tune of 
$90 million a year. 

But IT&T was in for hard knocks. 
Its military market at home suddenly 
collapsed. Abroad; warborne infla- 
tion, currency restrictions, moratori- 
ums and government bans on the 
transfer of funds dried up profits. 
For 1946, the company showed a $10 
million deficit on sales of just $26.9 
million. 

Reconstruction. Sosthenes Behn, how- 
ever, was no man to let such af- 
fairs stand. He was soon deep in a 
vast program to beef up IT&T’s do- 
mestic properties, aimed at keeping 
the System from ever again depend- 
ing so heavily on overseas business. 
In rapid order, he bought Newark’s 
Kuthe Laboratories (tubes), Chicago’s 
Kellogg Switchboard and Supply, and 
Fort Wayne’s Farnsworth Electron- 
ics. The money to pay for them came 
from the sale of IT&T’s telephone 
operating companies in Rumania, 
Spain and Argentina. In the short 
space of a single year, IT&T’s sales 
zoomed to $142.6 million, turning a 
$1.57-a-share deficit the year before 
into a token 3c-a-share profit. The 
following year IT&T earned $1.07 a 
share. 

With IT&T out of the woods, 
Founder Behn stepped up to the com- 
pany’s chairmanship in 1948. But he 
still kept a tight hold on the System’s 
reins, although he began to relinquish 
more and more of the daily opera- 
tional duties to his new president, 
Major General William Harrison, a 
former AT&T vice president who had 
served for 40 years in every branch 
of the Bell System. It was no secret 
in the Broad Street building that 
Behn had handpicked Harrison as his 
heir apparent. Then, just a few days 
before this year’s annual stockholders 
meeting, the general suddenly died. 

Change of Command. Behn went 
ahead with his plans anyhow. Under 
a huge green & white circus tent on 
the grounds of IT&T’s giant research 
installation at Nutley, N.J., he an- 
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(est) 
nounced his retirement to the more 
than 1,000 assembled shareholders, 
who greeted his announcement with 
surprise and disbelief. His successor, 
said Behn, would be Leavey, an IT&T 
vice president since late 1952 and 
president six months later of Interna- 
tional Standard Electric, the System’s 
huge holding and management organ- 
ization. 

As president, Leavey is the very 
model of a model major general— 
complete to a chest-full of “fruit 
salad.” Standing a trim 5 feet 
11% inches, he weighs in (“soaking 
wet”) at a disciplined 166 pounds. 
Says fellow IT&T director Admiral 
William F. (“Bull”) Halsey of him: 
“a perfect example of one-man uni- 
fication.” 





ANNEALING A TUBE: 
things were hot all over 


General information. In Ed Leavey, 
pride in the military is alloyed with 
an innate fascination for business. 
Born in Longview (Tex.) in 1894, 
Leavey enrolled in Texas Agricul- 
tural and Mechanical College for two 
years before winning an appointment 
to West Point, where he sat at table 
with a young plebe named Dwight 
David Eisenhower, and was “reason- 
ably near” the top of his class. Grad- 
uated a second lieutenant in 1917, he 
took another degree in civil engineer- 
ing at Rensselaer Polytechnic Insti- 
tute in 1922, graduated four years 
later from the Fort Humphreys (Va.) 
Engineer School. 

In the years that followed, Engi- 
neer Leavey served in Oregon and 
Hawaii, where he met and married 
the daughter of a former Governor 
of the Territory, and in Florida and 
New York, where he was named 
deputy administrator of the WPA. 
In World War II, while IT&T’s for- 
tunes were sinking, Leavey’s were 
rising through a succession of com- 
mands in Northern Ireland, North 
Africa and the Pacific. By 1945 he 
was chief of Army transportation, by 
1948 Army Controller. 

When he retired in 1949 with the 
permanent rank of major general, 
Leavey’s most vivid memory was a 
day in 1945 when, on command of 
Douglas MacArthur, he accepted the 
surrender of all Japanese troops in 
the Philippine Islands from General 
Tomoyuki Yamashita, “The Tiger 
of Malaya.” Later Leavey went back 
into uniform to serve as chief of the 
logistics division at SHAPE, a job he 
left in 1952 to join IT&T as vice 
president of its central research di- 
vision. 

ITaT C.0. As IT&T’s new C.O., 
Leavey is a sharp contrast to Founder 
Behn, a financial wizard little inter- 
ested in chains of command. An ad- 
ministrator who likes to run a tight 
organization and a clean desk, Leavey 
insists on a single telephone, answers 
all incoming calls himself (“It saves 
my time and my girl’s”). He is more 
listener than talker, and on the tele- 
phone is apt to mutter many a 
thoughtful “uh-huh” before giving 
a decision. Also something of a ver- 
bal doodler, he is frequently given to 
whistling softly through his teeth as 
he ponders his paperwork. 

While Sosthenes Behn, as “honor- 
ary” chairman, still attends board 
meetings regularly, there is no doubt 
on Broad Street that the orders come 
from Leavey. One of his first official 
acts. was to announce the sale (to the 
Ben Gross Corp.) of the radio-TV- 
hi-fi phonograph end of IT&T’s Cape- 
hart-Farnsworth Co. In parting with 
its famed Capehart name, IT&T 
marked its final exit from the produc- 
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tion of all such consumer products. 
_ Command Decision. Actually, the 
decision to sell Capehart had been 
made long before Leavey assumed 
office, and was part of a two-year- 
plan to make Farnsworth’s products 
strictly industrial. Says Leavey: “All 
we did was amputate the consumer 
end of it.” Another decision shortly 
thereafter, however, was pure Lea- 
vey. After months of negotiations, 
IT&T called a halt to any further 
merger negotiations with Underwood 
Corp. Says IT&T’s new boss: “It just 
wasn’t in the best interests of IT&T 
to get into typewriters.” But IT&T 
is still interested in such related 
office equipment fields as data proc- 
essing systems, right now is deep in 
development of computers and simi- 
lar electromechanical systems for 
business at home and abroad. 

As Leavey estimates IT&T’s posi- 
tion, it is well entrenched along a 
wide front on a broad base overseas. 
He is obviously pleased by reports 
from the Dutch division, whose in- 
come is running 25% ahead of last 
year, and from the German company, 
which is “at least as much ahead.” 
Among income producers, Standard 
of London and Bell of Antwerp have 
long been IT&T standouts. Now the 
German and French companies are 
giving them a run for their money. 
In fact, with such deficit-prone divi- 
sions as Portugal and war-torn Aus- 
tria turning the corner at last, this 
year, for the first time in recent his- 
tory, all of IT&T’s foreign divisions 
will be in the black. 

Thus the challenge to Leavey is to 
keep IT&T’s overseas operations 
growing and prospering, but at the 
same time to beef up IT&T’s earning 
potential right here at home. Leavey’s 
strategy is to let present U.S. divi- 
sions branch out in their own fields, 
allow others to expand into related 
fields. Recently, for example, IT&T 
bought Bennett Products, a small 
Palo Alto, Calif. maker of glass-to- 
metal seals, has since absorbed it as 
the Pacific Division of Farnsworth. 
In Los Angeles, it found the Elec- 
tromec Co. which, the general says, 
makes “a very fine” oscilloscope. 
IT&T is using it as the nucleous of a 
new instrument division of Federal 
Telephone & Radio. 

Cash & Carry. Financially, IT&T is 
comfortably capable of backing such 
expansion without batting an eye. 
While it owes $20 million in long- 
term debts and another $10 million 
in short-term bank loans, it has $33.3 
million in cash and Government se- 
curities, not to mention $15 million 
worth of bank credit still untouched. 
Additional evidence of IT&T’s cash 
strength: in unloading its consumer 
goods operations, it lost $2.4 million 
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on the 1954 sale of the Coolerator re- 
frigerator division and something 
close to $1 million on the Capehart 
sale. But the loss, as departing Chair- 
man Behn pointed out, was “covered 
almost entirely by reserves previ- 
ously accumulated.” 

Thus IT&T which poured $30 mil- 
lion into plant expansion last year 
($20 million for manufacturing facili- 
ties, $10 million for telephone-radio 
utilities), this year will up the ante 
to $47 million ($30 million for manu- 
facturing, $17 million for telephones). 
Moreover, in the last ten years, the 
company has spent $80 million on re- 
search and development (generally 
each manufacturing unit allots 3% of 
sales to research). This year it is 
budgeting no less than $12 million 


WIRING A SWITCHBOARD: 
: the line is busy 


for research and development. 

This scientific digging has already 
produced a few eye-openers. The big 
project in Antwerp right now, for 
instance, is a fully automated post 
office for Brussels, in which an au- 
tomatic device “reads” and sorts up 
to a million letters a day. The US. 
Post Office is keeping a watchful eye 
on its development. Together with 
AT&T, Leavey’s IT&T is also working 
on an over-the-horizon microwave 
link between Florida and Cuba to 
provide additional telephone circuits 
and possibly transmit TV from the 
States to the island. 

To IT&T’s Leavey, no less “inter- 
esting and inspiring” is the pair of 
contracts recently awarded to his 
Federal Electric subsidiary by the 
U.S. Air Force: 1) to operate and 
maintain the vital northern tier DEW 
(Distant Early Warning) Line radar 
system; 2) to do the same with the 
Alaskan White Alice network, which 





will link together defense sites by a 
new system of over-the-horizon radio 
transmission. In the Arctic (and on 
such supercarriers as the USS For- 
restal), IT&T is also busily engaged 
in installing, operating and maintain- 
ing for the Air Force the TACAN 
(tactical air navigation) system, de- 
veloped by its Federal Telecommuni- 
cation Laboratories. 

IT&T Revisited. In the eventful years 
since- the Behn brothers first began 
building their communications colos- 
sus, the world has turned over many 
times and IT&T has come almost full 
circle. Today the once dominant 
telephone business contributes barely 
20% of the System’s revenues. In- 
stead the emphasis now is on manu- 
factures. Yet about 65% of IT&T’s 
income still originates abroad (see 
chart, page 17); the rest, from the 
U.S., derives largely (about 75%) 
from Government work. 

In this imbalance lies a_ basic 
strength, yet at the same time a 
source of potential weakness. Spread 
out across many lands where revolu- 
tion, nationalization and economic 
collapse sometimes threaten, IT&T is 
vulnerable to the ever-changing 
stream of politics. Leavey is not 
likely to forget that IT&T’s Shanghai 
Telephone Co. and its manufacturing 
properties in Poland, Czechoslovakia, 
Yugoslavia and Hungary were lost in 
World War II and after. 

Leavey realizes full well that IT&T’s 
flank is thus left largely unprotected. 
As an American company, he believes 
that IT&T should have a greater share 
of its properties in the U.S. Right 
now he is trying to fill that void. Yet 
he steadfastly maintains that, short 
of wartime catastrophe, IT&T has 
never been penalized by any country 
in which it does business, that a 
broad base is a valuable corporate 
check & balance. Overseas, he argues, 
IT&T is no more shackled by govern- 
ment controls than are utilities here 
at home. He also insists that IT&T 
has frequently been able to anticipate 
foreign crises and to act promptly to 
protect its interests. Barely one week 
before the Nazis overran Rumania, 
IT&T successfully sold its properties 
there to the Rumanian Government. 
“We got out,” Leavey quips, “not 
only with our shirt, but with our 
pants, too!” 

For a while last month it looked 
as though another such situation 
might be brewing. In the midst of the 
Suez crisis, IT&T’s British and Bel- 
gian companies were at work on con- 
tracts to supply cables and transmis- 
sion equipment to Egypt. Leavey 
immediately put in transatlantic calls 
to his division managers overseas, 
was relieved to learn that the work 
was still going forward with no in- 
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terference from Egyptian Strongman 
Gamal Abdel Nasser. 

House of Brass. For a company 
whose every property is now listed 
as profitable, IT&T has hardly begun 
to let stockholders taste the sweet 
fruits of its prosperity. Last year it 
increased its dividend twice, bringing 
it up to 45c a quarter. Prospects for 
1956: it will at least be maintained 
at the current $1.80 annual rate. For 
IT&T to make good its expansion 
plan, much of its earnings will have 
to be plowed back into the System. 
Perhaps for that reason, IT&T stock 
sells at only ten times earnings, is 
presently going at about 32, midway 
between its high and low for the year. 

And for a man who likes to culti- 
vate roses as a hobby (and who is 
never without a pair of Zeiss cameras 
and a movie camera on his frequent 
travels), President “Ed” Leavey 
realizes better than most that even a 
rosy picture can have its thorny as- 
pect. Last year, for example, out of 
consolidated net income of $23 mil- 
lion, the parent company was able to 
corral only $14.8 million. The rest 
was locked up overseas, unavailable 
to International Tel & Tel because of 
foreign exchange restrictions. 

It is also too soon to judge the 
effectiveness of Edmond Harrison 
Leavey’s administration. In office only 
four months, he has just started to 
broaden IT&T’s base at home and to 
tighten his chain of command under 
his chief of staff, Executive Vice 
President C. D. Hilles, Jr. 

Khaki vs. Mufti. There is talk around 
the System that IT&T is looking for 
a man to fill the chairman’s empty 
chair. The same talk has it that Army- 
man Leavey would like to see an- 
other ex-serviceman in the spot. But 
Leavey stoutly denies that he is more 
partial to khaki than mufti. “We’re 
looking for a man with capabilities,” 
declares the general. “I’m trying for 
a balance between brass and people.” 

To pundits who have characterized 
IT&T as a “haven for retired brass,”* 
Leavey goodnaturedly points out that 
his predecessors, Colonel Behn and 
General Harrison, were businessmen 
before becoming military men, and 
that he himself, as Army controller 
and transportation chief, was more 
businesslike than warlike. Says he: 
“I’ve been a business-type of profes- 
sional all my life.” 

Yet the old soldier in Leavey has 
yet to fade away. Sizing up IT&T’s 
prospects last month, he could think 
of no better way of phrasing it than: 
“We are in a very good position from 
which to launch an aggressive cam- 
paign.” 

*In addition to Leavey and former Fleet 
Admiral Halsey, IT&T’s executive and direc- 


torate roster includes two ex-admirals, one 
ex-major general. 
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MACHINE TOOLS 





TOOL BOOM 


At midyear, the long-deprived 

machine toolmakers were en- 

joying a long-awaited gush of 
prosperity. 


“Don’t try to tell me the boom won’t 
last,” observed one veteran machine 
toolmaker last month. “Things look 
so good these days I'd just rather not 
think about it.” 

There was no question that the 
U.S.- toolmakers were headed for a 
bonanza year. After a prolonged 
slump ending last winter (see chart), 
the upswing was more than welcome. 
Last month, most U.S. toolmakers 
were working at full capacity; some 
were also subcontracting work in or- 
der to ship orders on time. Starting 
with a flurry of orders late in 1955, 
the toolbuilders saw the flurry turn 
into a robust gust as another $509 
million worth of orders piled up dur- 
ing the first half of 1956. It was a good 
24% more business than had blown 
in last year. Buoyed up by it, the 
toolbuilders shipped out some $417 
million worth of machine tools, 29% 
more than a year ago. 

First Off, Last On. The boom had 
come just when the toolmakers most 
needed it. As builders of the tools 
which fashion much of the U.S.’ man- 
ufacturing output, they are inordi- 
nately sensitive to fluctuations in the 
economy. When business falls off, the 
toolmakers are the first to feel it. But 
when it picks up, they generally get 
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UPSWING 


Because of thelong lead time on machine 
tool orders, peaks in shipments (bars) 
traditionally lag behind peaks in orders 
(colored line). At midyear, toolmokers - 
backlogs amounted to a healthy 
eight months’ production, indicat- | 
ing a prosperous period ahead. 
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the benefits only slowly. One reason 
is the long lead time needed to fill 
machine tool orders. Another is that, 
with orders running over a million 
dollars, their customers hesitate to 
guess wrong on a seeming business 
upswing. 

Last year, many toolbuilders felt 
the pinch. Revenues were off and 
profits shrank. Meanwhile some of 
the toolbuilders (e.g., Bullard) were 
retooling for changeovers in their 
own lines, and operating expenses 
sky-rocketed. As a result, many a 
machine tool specialist was hard 
pressed to keep in the black, much 
less make even a halfway decent 
profit. 

A Balance for Busts. To counteract 
these cycles, the toolbuilders have 
tried diversification, generally with 
indifferent success. Van Norman, for 
instance, also makes electronic com- 
ponents and textile machines. Ex- 
Cell-O has had unusual success with 
its Pure Pak milk packaging machine. 
Kearney & Trecker now is market- 
ing Italian-built amphibious aircraft 
in North America, but recently it 
disposed of a power tools line it had 
hopefully picked up in 1948. 

For a year and more, the toolbuild- 
ers have been expanding snowball- 
fashion. New Britain moved into 
hand tools, aircraft valves and acces- 
sories, snapped up machine toolmak- 
er Hoern & Dilts. Cincinnati Milling 
conservatively strengthened its ma- 
chine tool line with Heald Machine, 
but also moved deeper into chemicals 
by buying Advance Chemicals and 
Solvents. Giddings & Lewis bolstered 
its line with the Kaukauna and Cin- 
cinnati Bickford machine tool com- 
panies. Warner & Swasey emphasized 
its increasingly prosperous role as a 
maker of earthmoving and materials 
handling equipment by buying Du- 
plex Truck, maker of undercarriages 
and trucks. It also prepared to ex- 
pand its machine tool capacity anoth- 
er 25%. But while these acquisitions 
have given an extra boost to indus- 
try sales this year, so far they have 
probably had little effect on profits. 

Profit Pinch. Sparkplug of the cur- 
rent boom was last fall’s Machine 
Tools Show in Chicago. During most 
of the first half of 1955, the industry 
spent a king’s ransom redesigning 
their tools for the show, faced addi- 
tional changeover costs as orders 
began to pile up. Profit margins 
shrank appallingly. “It takes our men 
a while to get used to a new design,” 
one toolmaker observes, “and until 
they do, our unit costs are stagger- 
ing.” By midyear 1956, these unit 
costs had visibly begun to drop. Re- 
sult: profit margins, aided by price 
increases put into effect last year, be- 
gan to rise. Yet so far, profits are 
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——MIDYEAR REPORT——— 
In 1956's first 6 months, the nation's 
machine toolbuilders chalked up 
the lesser half of the industry's 
best peacetime year yet. 

— First 6 months, 1956 (millions) — 


% 
‘Gross change Net Change 
Bullard $21.8 +80% $0.8 -+$2*** 
Cincinnati 

Milling* 67.9 +69 44 +159% 
Ex-Cell-O+ 65.4 +39 6.4 +40%** 
Giddings 

& lewis 15.9 +64 0.7 +36% 
Kearney & 

Treckert N.A. N.A. 0.2 +$.9*** 
National 
Acme N.A. NLA. 2.0 +43% 
New 

Britaint+ 7.8 +15 03 —11% 
Sundstrand 26.1 -+20 1.1 —21% 
Van 

Norman 16.5 +88 05 +55% 
Warner & 

Swasey 28.5 +53 2.6 +100 
*Twenty-four weeks ended June 16. {Nine 
months ended June 30. **Excluding non- 
recurring items in 1955 {{Three months 
ended March 30. ***Change in millions 
over 1955. N.A.—not available. 














still lagging behind sales, though most 
tool builders think they will catch 
up by the end of the year. 

But the general prosperity in the 
industry is by no means unqualified. 
While big Cincinnati Milling, for one, 
is operating at full capacity and reap- 
ing the rewards of widening margins, 
other companies are still struggling 
to get back into the money. Two of 
them, Kearney & Trecker and Bullard, 
are now both finally back in the black, 
after working off staggering change- 
over charges. Sundstrand continued to 
register new sales records in the first 
half, but profits fell. Main reasons: 
the costs of starting up a new plant 
in Denver, and the expensive change- 
over of its line of tools for the air- 
craft industry to keep up with new 
technology. 

Record Year. For most companies, 
however, 1956 was the payoff of near- 
ly 18 months of patience, planning 
and impoverishment. In July the Na- 
tional Machine Tool Builders Asso- 
ciation estimated that the industry’s 
order backlog was high enough to 
keep it operating at full capacity 
through February, 1957. But in June, 
for the first time in more than a year, 
the industry shipped more than it 
received in new orders. Most tool- 
makers, however, attributed the 
change to-the industry’s traditional 
summer slump. Despite dips in auto 
and appliance production, they pre- 
dicted that orders would pick up 
again in the fall. 

Cincinnati Milling’s Frederick V. 
Geier, for one, was preparing for “a 
healthy volume” of orders. Bullard’s 
Edward C. Bullard expected “an in- 
creasing volume of orders to offset 
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the customary summer lull.” No one 
seemed to have any doubt that 1956 
would prove the best peacetime year 
in the machine tool industry’s entire 
history. 


RAILROADS 


LAST CHANCE 


The bankrupt Hudson & 
Manhattan hopes it has found 
a way out of a yawning grave. 





One of U.S. railroading’s sickest’ pa- 
tients last month got some potent 
medicine. The patient: the short (8- 
mile), bankrupt Hudson & Manhattan 
Railroad,* better known to New 
Jersey commuters as the “Hudson 
Tubes.” The prescription: a $540,000 
cut in state taxes on its road and 
terminal properties. 

Yawning Grave. Back in the 1920s, 
the H&M was considered a sparkling 
blue chip, held a prominent place in 
conservative investment portfolios. 
But its dingy tunnels in more recent 
years have threatened to become its 
grave. From the 1930s on, passengers 
have deserted it in droves. Whereas 
Class I U.S. railroads have lost 28% 
of their passenger traffic since 1931, 
the H&M has lost a staggering 61% 
of its old customers. But unlike other 
roads, which have a growing freight 
traffic to fall back on, the H&M is 
merely a rapid-transit passenger line 
linking downtown Manhattan with 
Jersey City and Newark. 

The pickings have been lean, and 
constantly growing leaner. The last 
time the H&M showed a profit was 
1932. That was also the last year that 
it mailed out common dividend 
checks. But for over twenty years, the 
H&M managed to survive, checking 
passenger losses with profits from its 
terminal properties. Eventually, how- 
ever, the times caught up with it, and 
late in 1954 the H&M toppled over into 
bankruptcy. 

Temporary Reprieve? What finally 
pushed it over the brink was its grow- 
ing tax bill. Explains Trustee Herman 
T. Stichman: “Real estate and special 
franchise taxes on the railroad have 
been a prime contributor to the com- 
pany’s inability to earn any return.” 
Two years ago, in fact, the H&M’s tax 
bill exceeded its earnings by more 
than $27,000. 

The: solution, Stichman concluded, 
was obvious: cut the H&M’s taxes. He 
soon was pow-wowing with New York 


*Traded NYSE. Price range (1956) : 
334; low, 1%. Dividend (1955): none. fn - 
cated 1956 yout: none. Earnings per share 
(1955) : d $3: Fa assets: $113.7 millions. 
Ticker uhel: 





and New Jersey tax men, arguing that 
if the H&M were liquidated, a public 
authority would almost certainly have 
to take over. In that case, the states 
would get no taxes out of the H&M at 
all. Faced with that irresistible logic, 
both states agreed to cut the road’s 
taxes for a two-year period. Crowed 
Stichman: “I don’t see how it can fail 
to have an important effect on our 
future taxes.” 

At best, it was a temporary re- 
prieve. Still Stichman hoped that it 
would be enough to get the H&M out 
of its hole. “If the agreement had been 
in effect last year,” he calculated, 
“we'd have lost only $20,000 on the 
railroad instead of $198,000, and we 
would have cut our total losses after 
interest charges from $1.3 million to 
$1.1 million.” 

Ultimate Fate: Uncertain. But it 
would take more than a tax reprieve 
to dig the H&M out of its troubles. 
Stichman freely admits that “our 
equipment is still in bad shape (he 
plans to buy 50 new cars, the H&M’s 
first in 30 years). Also a serious prob- 
lem: an anticipated round of wage 
increases this fall. But ultimately the 
H&M’s fate will depend on the disen- 
chanted commuter. Says Stichman 
hopefully: “This year we have been 
regaining some of our lost passen- 
gers.” 

a a . 

MEANWHILE the New York Central’s 
Alfred Perlman was facing his own 
road’s staggering terminal cost prob- 
lems in another way. To anyone who 
would have them, he offered to sell 
or lease more than 400 of the road’s 
way stations, taking back on rental 
only as much space as the Central 
actually needs for its operations. Not 
included in the deal: Manhattan’s 
high-cost Grand Central Terminal, 
and other jointly-owned or leased sta- 
tions elsewhere. 





TRUSTEE STICHMAN: 
the solution was obvious 
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RAILROADS 


SATELLITE 


Even before the steel strike 
officially ended, the Pitts- 
burgh & West Virginia was 
forced to cut its dividend. 





As Pittsburgh’s steel furnaces lit up 
the sky once again last month, the 
132-mile Pittsburgh & West Virginia 
Railway* was still licking the wounds 
inflicted by the five-week-long steel 
strike. Even before the strike official- 
ly ended, P&WV President Richard 
N. Shields, 55, bowed to the inevi- 
table: he slashed the road’s five- 
year-old quarterly dividend rate (un- 
til then- the highest payout in the 
industry) from 50 to 40 cents a share. 
“We feel,” P&WV’s directors ex- 
plained, “that a conservative policy 
should be followed.” 

Vulnerable. Long a satellite of Pitts- 
burgh’s steelmaking giants, most no- 
tably U.S. Steel, the road’s prosperity 
depends directly upon the fortunes of 
the steel industry. Last year, when 
the strike was only a cloud on the 
horizon, shipments of iron ore, iron 
and steel products, and scrap pro- 
vided nearly 40% of the road’s $8.6- 
million revenues. During July, with 
the strike in full force, revenues fell 
34% from the $818,000 racked up in 
June to $538,000. Profits fell even 
faster, some 81% to $15,000. 

No alert stockholder expected the 
P&WV to weather the strike un- 
scathed, but apparently few were 
prepared for the cut in the dividend. 
Yet, as Shields explained, the conse- 
quences of the strike pose at least as 
great a threat as the strike itself. “We 
just don’t know how much our wage 
and materials costs are going to spi- 
ral, but we’re sure they’re going to. 
Besides this, our industrial program 
has been very successful. We’ve got a 
lot of new industry springing up 
along our lines, and it’s costing us 
money to take care of them—more 
than $1 million over the next nine 
months. We’re building miles of new 
spurs, for instance, and at one point 
even a new yard. In short, we cut the 
dividend because we wanted to con- 
serve our cash.” 

Shields has small patience, how- 
ever, with arguments that P&WV’s 
70% payout, established during the 
plush days of the Korean War, has 
finally come back to haunt its bal- 
ance sheet. “We aren’t short of cap- 
ital,” he says. “We’re just being 
careful. Our stockholders went 


*Traded NYSE. Piice range (1956): high, 
353g; low, 26. Dividend (1955): $2. Indica 
1956 a $1.80. Earnings per share (1955) : 

oF aaa assets: $55.5 million. Ticker sym- 
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RAILROADER SHIELDS: 
“I tell you, the future... 


through some pretty lean years dur- 
ing the Thirties, and we wanted to 
make it up to them. We didn’t try to 
accumulate cash. We just didn’t need 
ag 

Bullish. If Shields was being care- 
ful, he was also confident. “For the 
first time in our history,” said he, “we 
actually made money during a steel 
strike.” Though the aftermath will 
still affect August results, the road’s 
seven-months earnings are nonethe- 
less up 10% on a 12% rise in reve- 
nues. Even more encouraging, Shields 
believes, is the fact the company’s 
traditional dependence upon steel is 
lessening. “We're diversifying,’ he 
declares. “Coal, for instance, hasn't 
been important to us before [it was 
only 11.8% of P&WV’s 1955 gross], 
but it’s going to be. We’ve got a 100- 
million-ton pocket ready for devel- 
opment right now. I tell you, the 
P&WV’s future has never been so 
bright.” How bright? “Well, we’ll be 
making $4 a share by the third quar- 
ter next year.” The P&WV’s postwar 
record: $4.84 in 1948. 





P&WV’S FREICHT: 
: has never been so bright” 





MILLING 





CAKE WALK 


Confronted by the classic test 
of management—how to up 
sales and earnings in the face 
of declining demand—Gen- 
eral Mills and Pillsbury both 


have earned good grades. 









“WE all know,” once declared Harry 
Amos Bullis, 65, chairman of the big- 
gest U.S. flour miller, General Mills 
Inc.,* “that man cannot live by bread 
alone. But we in General Mills some- 
times wish he did.” 

Tightened Belts. Bullis’ wish, how- 
ever, is very far from becoming 
true. Prospering mightily, the average 
U.S. citizen is feasting on an ever 
more varied diet and he has become 
more waistline-conscious with each 
passing year. Thus he has been eat- 
ing less and less bread, and with it 
less and less of Bullis’ chief product. 
At the turn of the century, per capita 
consumption of flour amounted to 225 
pounds annually. Today it is only a 
little more than half that much. 

Paradoxically, last month Bullis 
was able to announce (for the fiscal 
year ended May 31) General Mills’ 
seventh straight annual sales rise, and 
its third straight boost in income. 
Sales totaled some $516 million, 30.4% 
more than in 1949. Net was up 13.7% 
on the year to $14.1 million. 

Across the competitive counter, 
Pillsbury’s+ President Paul S. Gerot 
(pronounced “Jer-oh’’), 53, had a 
“somewhat disappointing” record to 
reveal. In its fiscal year (ended May 
31), Pillsbury’s sales were off about 
3% from the $341.1 million rung up 
last year. Net dropped still more 
sharply, from $5.4 million to $4.4 mil- 
lion. Both drops were due, explained 
Gerot, to a six-week strike in Pills- 
bury’s big Buffalo plant, and “un- 
usually sharp” competition. But both 
ex-salesman Gerot and Board Chair- 
man Philip Winston Pillsbury in- 
sisted that these circumstances were 
“abnormal.” Their balance sheet 
seemed to bear them out. Since 1949, 
Pillsbury’s sales have risen 65%, its 
net almost tripled. 

Half a Loaf. How, investors might 
well wonder, had the U.S.’s two big- 
gest millers managed to up sales in 
the face of the sharply declining per 


*Traded NYSE. Price range (1956): high, 
7134; low, 61. Dividend (1955): $3. Indicated 
1956 payout: $3. Earnings per share (1955): 
$5.68. ‘otal assets: $188.9 million. Ticker 
symbol: GIS. 


?Traded NYSE. Price range (1956): high. 
5914; low, 4444. Dividend (1955): $2.25. Indi- 
cated 1956 payout: $2.50. Earnings r share 
(1955-56) : Ph a2. Total assets: $112.3 million. 
Ticker symbol: PSY. 
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capita consumption of their chief 
product? One obvious answer: the 
fast-rising U.S. birth rate, which has 
kept total U.S. flour consumption al- 
most steady (see chart). Yet far more 
important is another factor: diversi- 
fication. Where flour accounted for 
74% of General Mills’ sales in 1938, 
it contributed only 46% last year. 
Making up the balance: such pack- 
aged foods as Wheaties, Bisquick, and 
the Betty Crocker line of cake mixes 
(28%); a wide variety of livestock 
feeds (14%); products from General 
Mills’ new chemical and mechanical 
division (12%), which markets every- 
thing from fatty acid derivatives to 
weather balloons. 

Pillsbury’s Gerot has not gone so 
far afield, but his flour line represent- 
ed only 29% of total sales last year. 
Accounting for the rest: refrigerated 
biscuits (29%); purchase and sale of 
bulk grains and other commodities 
(27%); animal feed and soybean 
processing (15%). 

Sweet and Sour. Last year General 
Mills introduced no less than two new 
products a month. But such new 
ventures carry their quota of hazards; 
not all the new products have been 
successful. For example, General 
Mills’ postwar excursion into electric 
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irons, toasters, end pressure cookers 
flopped badly, and the whole line was 
sold to McGraw Electric Corp. in 1954. 

Such _ setbacks notwithstanding, 
General Mills’ scatter techniques have 
proved more profitable than Pills- 
bury’s concentration on the unstable 
soybean and the highly competitive 
cake mix market. The scene of one of 
the most cutthroat battles in U.S. in- 
dustry, the cake mix competition 
brought on a price war in 1955. Re- 
sult: mixes fell from $6.85 a case to 
$5.71, a drop of nearly 20%. 

The payoff has been all in General 
Mills’ favor: whilé since 1949 Pills- 
bury has netted an average of just 
1.2c on each sales dollar, General 
Mills’ take has averaged 2.5c. Both 
Bullis and President Charles Heffel- 
finger Bell are apparently content 
with their formula for success: they 
are keeping a spate of new products 
flowing from out of their mills. Among 
the latest: a Betty Crocker “Peanut 
Delight” cake mix, a new radar tester. 


UTILITIES 


MILESTONE 


After a five-year-batile, Gen- 
eral Public Utilities has won 
a major victory. 


As an analyst for the Securities & 
Exchange Commission, Alfred F. 
Tegen battled to enforce the rules 
SEC established as guides for the 
Depression-burdened, disorganized 
public utility companies. But as boss 
of General Public Utilities Corp.,* 
Tegen has battled just as hard to 
keep the regulators from regulating 
his company into ruin. For five years 
he has fought SEC orders to divest 
GPU of its lucrative Philippine sub- 
sidiary, Manila Electric, source of 
842% of the holding company’s $26- 
million profit last year. Last month 
he scored a signal victory: Congres- 
sional approval of GPU’s retention of 
Manila Electric. 

The Long Battle. Tegen left the SEC 
for GPU back in the days when the 
holding company was merely the 
ruins of the once-great Associated 
Gas & Electric Co. When the outfit 
was reorganized in 1946, he landed 
in the presidency. The work of the 
next few years was to reduce Asso- 
ciated’s hydra-headed empire to a 
rational group of electric properties 
in Pennsylvania, New Jersey and the 
Philippines. 

*Traded NYSE. Price ran ¥ (1956) : high, 
3814; low, 34. Dividend (1955) : $1.72. Indi- 
cated 1 1956 ao he out: $1.80. Earnings per share 


Total assets: $826.1 million. 
Ticker uit: GUY. 






To that point, Tegen was carrying 
out SEC plans. But five years ago, 
when the Commission ordered GPU 
to comply with the Holding Company 
Act and divest itself not only of its 
Manila subsidiary (12% of GPU’s 
revenues last year) but of Northern 
Pennsylvania Power (4% of reve- 
nues) as well, Tegen rebelled. De- 
termined to save North Penn for his 
stockholders, Tegen solved the SEC’s 
objections by building a 115,000-volt 
transmission line to link the property 
into GPU’s Pennsylvania Electric 
subsidiary. With that, last March the 
SEC relented, agreed that North 
Penn was now part of an integrated 
electric system. 

Honest Difference. The Manila Elec- 
tric divestment was another matter. 
Says Tegen: “We agreed with the 
SEC: under the Holding Company 
Act, Manila Electric had to go. The 
trouble was getting rid of it.” One 
way might have been to spin off Ma- 
nila Electric shares to GPU stock- 
holders. But Tegen reasoned that 
this would only be dumping complex 
problems in his stockholders’ laps. 
The alternative was to find a buyer. 
But as Tegen observes: “It would 
take $40 million to purchase the 
property, and that kind of money 
simply isn’t going into the Philippines 
these days.” Announced he firmly to 
SEC and stockholders alike: “We'll 
sell only when we get a full price.” 

All the while Tegen was scratching 
around, for a eligible buyer. But 
neither American & Foreign Power 
nor the Philippine Government was 
interested. Finally when the SEC 
became insistent, Tegen prodded Con- 
gress to look into the matter. Says 
Tegen: “We did not have any quar- 
rel with the SEC—just an honest 
difference of opinion.” 

Exotic Adventure. With the ena- 
bling bill signed into law, GPU was 
set to retain its exotic offspring at 
least for a while. That offspring it- 
self, for that matter, had never 
looked more healthy. For one thing, 
it had the fiscal backing of its pros- 
perous U.S. parent. For another, it 
was pushing plans for the Far East’s 
first atomic power plant—a _ 60,000- 
kilowatt unit to cost over $12 million. 
“We don’t know yet,” says Tegen, “but 
we hope it will cut our costs.” An- 
other hope: that atomic-generated 
power will prove to be competitive 
with oil, thus reduce GPU’s depen- 
dence on Indonesian and Middle East 
supplies. 

But for GPU stockholders them- 
selves, the Congressional okay meant 
something far more concrete and 
immediate: assurance that GPU’s 
special 20c dividend from its Philip- 
pine property was secure. 
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AMF’S PATTERSON: jubilant 


MACHINERY 








STRIKE! 


At long last, American Ma- 
chine & Foundry’s pinspotter 
is beginning to pay off. 


Arter rolling gutter balls for years 
with his vaunted automatic pinspotter, 
American Machine & Foundry’s* 
Chairman Morehead Patterson, 58, last 
month was clearly beginning to roll 
strikes. With first-half results on his 
desk, Patterson jubilantly reported 
that, while AMF’s 1956 sales were up 
only 46.4% to $90.5 million, its profits 
had soared a spectacular 160.2% to 
$4.3 million. That meant a six-months 
profit only a shade under the $4.7 mil- 
lion AMF had earned in all of 1955. 
Main contributor: AMF’s once little- 
regarded automatic pinspotter. 

Payoff. On bowling alleys every- 
where, the trend to pinspotters is be- 
ginning to look like a stampede. A 
year ago, Patterson had a mere 5,262 
on lease. By midyear there were 10,- 
790. Orders, in fact, were piling in so 
fast last month that Patterson was 
forced to up his April estimate by 
1,000, now predicts that 16,000 will be 
in operation by the year’s end. At that 
rate, Patterson had good reason to 
hope to spot his automated pinboys on 
the lion’s share of the American 
Bowling Congress’ 60,000 certified 
alleys. “There is now no doubt,” says 
he, “about the complete acceptance 
and wholehearted approval the pin- 


*Traded NYSE. Price ran See 
43%; low, 35%. Dividend (1 us fe 
stock. In cated 1956 payou’ srt ~-fe. 
share =): $1.64. Total assets: $132.8 Tail. 
lion. Ticker symbol: AMF. 
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spotter is receiving—from the bowling 
proprietor and public alike.” 

AMF started tinkering with pin- 
spotters back. in the late 1930s, but did 
not introduce its first one until a 
decade later. The idea caught on 
slowly, partly because, as Patterson 
freely admits, it had not yet gotten 
out of the development stage. 

Like many of AMF’s automatic ma- 
chines (e.g., cigar making machines, 
its original product), AMF’s pinspot- 
ters are not sold, but rented—for a 
minimum of $800 a year. This has two 
advantages: (1) it assures AMF of a 
fairly steady source of revenue over 
the years; (2) it enables lessees to 
get the latest, updated models at no 
extra cost. It also explains the dis- 
proportionate influence the pinspotter 
and AMF’s other leased machines 
exercise on the company’s profit. Such 
rentals accounted for only 10% of 
AMF’s first-half gross (the rest came 
primarily from such diverse items as 
defense products, bicycles and bakery 
machines). But they produced some- 
thing like 50% of AMF’s profits. 

New Threat. Patterson, however, 
now faces some new competition. 
Brunswick-Balke-Collender recently 
got together with Otis Elevator and 
Murray Corp. of America on a pin- 
spotter of its own, which it plans 
to sell rather than lease. Yet Patter- 
son refuses to worry about this new 
threat. He points out that with five 
years’ experience behind it, AMF has 
a considerable competitive advantage. 
Besides which, even if the going were 
to get rough, AMF could, if need be, 
also sell its machines. But until then, 
every crash of pins in bowling alleys 
across the country was beginning to 
sound more and more like a sale on 





every crash is a tinkle 





AMF’s corporate cash register. 


. * * 

AMF was making other news last 
month. Its subsidiary, AMF Atomics 
(Canada) Ltd., won a long-term con- 
tract to make fuel elements for the 
Canadian equivalent of the U.S.’ 
Atomic Energy Commission. Also 
afoot are plans to build a 30,000 square 
foot plant in Port Hope, Ontario, to 
carry out the contract. Meanwhile in 
Pacoima (Calif.), AMF’s Turbo Di- 
vision dedicated a new plant for the 
development of accessory power units 
for guided missiles. 


UTILITIES 


THE TRADER 


Central Illinois Light has 
made a little imagination go 
a long way. 


Omnia Gallia in tres partes divisa est. 

—JuLius CAESAR 
“Aut Gaul,” reported Julius Caesar, 
“is divided into three parts.” The same 
might be said for the territory of the 
Midwest's Central Illinois Light Co.* 
And that has produced complications. 
Serving the Illinois midlands, two of 
Central Illinois’ service areas center 
around Springfield and Peoria and are 
neatly linked by a 100,000 kilowatt 
transmission line. But until a year ago, 
the third—the deKalb area—was 
smack in the middle of Common- 
wealth Edison territory. In fact, the 


*Traded NYSE. Price range (1956): high, 


61; low, 514. Dividers (1955): $2.20. Indi- 
cated 1 event: es per share 
(1955) : Total, ‘assets: $102.8 million. 
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power itself came from Common- 
wealth Edison. 

Natural Resources. Most utilities are 
less than long on imagination, and 
many would have accepted this in- 
convenient situation as a state of na- 
ture, and left it at that. But not one 
Theodore Aloysius Schlink, 45, Cen- 
tral Illinois Light’s chairman. Like his 
confreres in the industry, Schlink can 
match wits with technologists when 
need be to discover ways to boost his 
system’s efficiency. But he also has 
another, rarer natural resource: by 
nature, Schlink is a shrewd trader. 

Like Caesar facing the Gallic tribes, 
Schlink knows that sometimes a little 
diplomatic imagination can be made to 
go a long way. That was what logic 
dictated in the case of deKalb. So a 
year ago, Schlink dickered with Com- 
monwealth Edison to trade the area 
for two roughly equivalent Common- 
wealth Edison properties, the Lacon 
and Aledo districts. But it was not an 
entirely perfect deal. The Lacon dis- 
trict was conveniently right next door 
to Central Illinois’ Peoria district. 
Aledo, however, was some 70 miles 
to the West, and hemmed in by Com- 
monwealth Edison and Illinois Power. 

But last spring Schlink figured a 
way to overcome that liability, again 
by trading. The break came when the 
town of Morton, Illinois, which lies 
just a few miles away from Central 
Illinois’ Peoria district in Llinois 
Power territory, put its municipal 
power operation up for sale. Schlink’s 
solution: an offer to exchange Aledo 
for a convenient chunk of [Illinois 
Power territory around Morton, and 
some scattered properties adjacent to 
his Springfield service area. Illinois 
Power jumped at the chance. 

Strategic Maneuver. Simple as it may 
seem, these trades have had impor- 
tant strategic consequences for Central 
Illinois Power. For one thing, they 
save Schlink the cost of building either 
a power plant in Aledo or a trans- 
mission line into the territory. For an- 
other, he can now probably serve his 
consolidated territory simply by ex- 
panding his Peoria capacity. Says 
Schlink: “We both gain. We'll be able 
to provide cheaper power around 
Morton than Illinois Power could, and 
they’ll be able to do a better job in 
Aledo than we could. In the long run, 
our profits are bound to benefit.” 

Thanks to another talent of Schlink’s 
—the ability to prove his need for a 
rate increase—Central Illinois is al- 
ready doing nicely. Partly owing to 
one such boost last fall, and partly to 
Schlink’s deftness as a cost-cutter, 
Central Illinois’ fortunes are on the 
rise. In the year ended July 31, its 
profits were up a tidy 38% to $44 
million on a mere 13% rise in reve- 
nues to $35 million. 
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STEEL 


PLATED PROFITS 


Work, not mere luck, is pay- 
ing off in a record year for 
Wheeling Steel. 


Wutte his Ohio Valley mills sped 
back to capacity last month, President 
John L. Neudoerfer, 69, of Wheeling 
Steel Corp.* was absorbed in conning 
his production statistics. Concluded 
he: “We’ve lost six big weeks.” For 
Neudoerfer, the loss of time was far 
from a routine setback. Before the 
strike, Neudoerfer had counted on 
making 1956 Wheeling Steel’s biggest 
year. Afterwards he had, at best, only 
a fighting chance of doing it. 

Highs & Lows. One thing was se- 
cure at least: Wheeling Steel could 
boast its best first half ever. In the 
first six months, sales climbed 21% 
to $144 million. But it was Wheeling’s 
net which was the standout figure: it 
had leaped ahead 71% to $11.4 mil- 
lion, boosting earnings per share from 
$3.02 to $5.50. Very few steelmakers, 
large or small, could show anything 
near a similar gain. 

How had Neudoerfer accomplished 
it? “Basically,” explained he, “we 
had a better product mix.” Biggest 
contributors to Wheeling’s flush of 
prosperity were two high-margin 
items: tin plate and galvanized sheet- 
ing. Wheeling’s tin plate, which it 
sells mostly to American Can and 
Continental Can, bore a higher price- 
tag and was still in raging demand. 
Wheeling Steel’s metal sheeting was 
moving fast, thanks to booming in- 
dustrial construction, which gobbles 
up sheeting for roofing, siding and 
air-conditioning ducts. 

But the best item of all was that 
Wheeling Steel’s expenses have been 
running lower this year, and for that 
Neudoerfer can take personal credit. 
Ever since he took over Wheeling’s 
presidency in 1950, Neudoerfer has 
made a name for himself as being a 
bug on cost-cutting. With determi- 
nation he bore down on a moderniza- 
tion program started by Chairman 
William W. Holloway in 1948, and he 
began gradually to speed up Wheel- 
ing’s mills. Result: in the first half 
Wheeling Steel operated at 55% 
above its rated capacity. 

Neudoerfer has still other plans 
for upping Wheeling’s_ efficiency. 
Confided he to a Forses reporter last 
month: “Now we have another pro- 
gram. Since the can companies in- 


*Traded NYSE. Price ran (1956): high, 
6145; low, 46. Dividend (1 55) : $2.73 (ad- 
ff usted for 10% stock dividend). Indicated 
956 ee . Earnings per share (1955): 

‘otal assets: $238.9 million. Ticker 
= TH, WHxX. 








stalled their new high-speed machines, 
our tin plate requirements have be- 
come more exacting. So we plan to 
spend about $70 million to revamp 
our tin-making facilities.” 

High Sights. With his plants back 
in high gear, Neudoerfer is once 
again raising his sights for 1956. “We 
haven’t yet assembled our strike ex- 
penses for July,” said he. “Our labor 
costs will be easy to calculate, but 
related expenses will be more difficult. 
Nevertheless, our order book is in 
good shape. We should work at capac- 
ity for some time.” If so, Neudoerfer 
figures he will top the record $247 
million in sales Wheeling set last 
year. But the six-week setback 
seems to put the $10.50 per share 
highwater mark in profits set in 1950 
well out of reach. 


BILLIONAIRES 


NO. 34 


A powerful sales surge has 

boosted Procter & Gamble 

into the exclusive Billion Dol- 
lar Sales Club. 





THat most exclusive of industrial 
clans, the Billion Dollar Sales Club, 
received a new member last month: 
famed, old (119 years) Procter & 
Gamble Co.,* the U.S.’s_ largest 
maker of soaps (Ivory, Camay) and 
synthetic detergents (Tide, Cheer, 
Dreft), as well as a big producer of 
shortenings (Crisco) and _ toiletries 
(Gleem toothpaste, Prell shampoo, Lilt 
home permanents). Reporting for its 
fiscal year ended June 30, P&G posted 
sales of $1,038.3 million, a 7.5% in- 
crease and $38.3 million more than 
enough to qualify it as the 34th mem- 
ber of U.S. industry’s most exalted 
and exclusive elite. 

But in another respect, P&G was 
less buoyant: its earnings, while up 
3.2% to $59.3 million, ranked P&G 
only 29th in industry’s profit parade. 
Main reasons: heavy promotion ex- 
penses on new products (over 50% 
of sales derive from those introduced 
since 1945); stiff competition abroad, 
whence comes 10% of P&G’s gross. 
Nevertheless, it was the third most 
profitable year in P&G’s long history, 
topped only by prosperous 1950 (net: 
$61.1 million) and still more prosper- 
ous 1948 (net: $65.4 million). 

Big P&G also caught Wall Street’s 
eye in another way last month. Long 
wary of borrowing, P&G has financed 


*Traded NYSE. Price ran B): (1956): high, 


55; low, 4842. Dividend (1 $1.80. Indi- 
cated 1956 payout: $1.80. Earnings per share 
(1955): $3.05. $506.1 million. 


Total assets: 
Ticker symbol: PG. 
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all but $30 million of its $300-million 
postwar expansion effort entirely out 
of earnings. But self-financing, as 
President Neil H. McElroy pointed 
out last month, has become “more 
and more difficult.” Announced he: 
“[We] must fortify ourselves with 
money in order to take advantage of 
the opportunities for growth and 
progress .. .” Upshot: an upcoming 
$70-million debenture offering, P&G’s 
first indebtedness since 1952, probably 
some time this month. 


PARADOXES 


SUEZ SURPRISE 


Bad news at Suez? It has 

actually boosted investors’ 

enthusiasm for the canal 
company’s shares! 





Barnum knew it, but last month Wall 
Street was just finding it out: some- 
times even bad news is good news. 
The Great Showman’s shrewd maxim 
was verified anew late last month in 
the case of La Compagnie Universelle 
du Canal Maritime de Suez, better 
known here as the Suez Canal Co.* 

When Egypt’s strongman, Presi- 
dent Gamal Abdel Nasser, took over 
the Canal in late July, the company’s 
shares promptly plummeted from 187 
to 135. But then a peculiar thing hap- 
pened. Suddenly foreign shares spe- 
cialists, such as Manhattan’s Carl 
Marks & Co., began to get buy orders 
for odd lots of the stock from all over 
the U.S. & Canada. Prior to that, no 
more than 2,500 of the company’s 
378,768 outstanding shares had been 
held in the U.S. (Some 44% are 
owned by the British government, 
72% of the balance by French in- 
vestors.) Yet in the weeks since, 
more than 4,800 shares have changed 
hands in the U.S. 

Most of the orders came for lots of 
two or three shares, presumably from 
small investors. Many of the buyers 
apparently had never thought of Suez 
Canal Co. stock as an investment un- 
til Nasser put it into the news. But 
most startling of all, the tide of small 
orders grew large enough to push the 
price back up late last month to 170, 
practically where it had stood pre- 
Nasser. It was a situation just made 
for arbitragers: almost the reverse 
was happening in Europe, where cap- 
ital shares in the canal company 
dropped from 92,000 francs to 72,200 
francs, and stayed down. Bizarre as 


*Traded over-the-counter and most Euro- 
ay exchanges. Price range (1956) : high, 230; 
ow, 135. Dividend (1955): $27.14. Indicated 
1956 Payout: $27.14. 
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© Francis I. du Pont & Co. 


it all was, it seemed to be a compel- 
ling confirmation of Barnum’s old 
thesis. Observed one _ incredulous 
Wali Streeter: “I would never have 
believed it could happen.” 


WALL STREET 





WARNING SIGNAL? 


The Street’s bears last month 
had something new to en- 
courage them. 


One of the most highly-respected 
rules for judging when common 
stocks are too high involves the re- 
lationship between interest rates and 
dividends. When an investor can 
earn as much, or more, return in the 
safety of bonds than he can in the 
relative risk of stocks—so runs the 
argument—it is time to run for the 
storm cellars. 

Revival. Last month, bearishly-in- 
clined pundits were busily dusting 
off this old rule-of-thumb. Interest 
rates on government bonds and high 
grade corporate debt were going up* 
as money became tighter and tighter. 
Michigan’s Consumers Power Co., 
prime credit risk, had to pay 4% to 
raise $40 million. This was the high- 
est rate for a top credit risk in near- 
ly 25 years. 

Stocks, meanwhile, had been ris- 
ing faster than dividends. Thus after 
the market’s “summer rally,” leading 
industrial, railroad and utility stocks 
were yielding barely 4%, hardly 
better than the 3.14% paid by some 
issues of U.S. government bonds, 
those safest of all investments. The 
gap (see chart) between common 


*Or, put another way, bond prices were 
going down—the actual fact. 
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stock yields and bond yields was fast 
narrowing. 


Turning Point? The bears saw this 
as an ominous sign. Was it then time 
to unload stocks? Here, as_ usual 
when it comes to reading the tech- 
nical indications, the experts were 
very much at odds. Some traders 
thought the situation was far from 
being out of hand; they pointed out 
that in 1929 stock yields fell well be- 
low bond yields before things got out 
of hand. Still others felt that the old 
rule no longer held. By this argu- 
ment, topnotch common stocks do not 
necessarily have to pay more than 
bonds. The underlying reasoning: 
because of their growth prospects 
and potential inflation protection, 
prime common stocks are entitled to 
sell at a premium and should now 
normally do so. 

Some market men, however, were 
not so ready to dismiss the old yard- 
stick as outmoded. One among this 
group was the big brokerage house 
of Francis I. du Pont & Co. In its let- 
ter to its clients, Market Microscope, 
the firm voiced a warning. It re- 
minded its readers that stocks, by 
their nature, should generally yield 
more than bonds. When they cease 
to do so, it said, it is time to consider 
switching into bonds. 

“This,” the letter said, “was the 
market history of 1929, 1937 and 1946. 
At those times it was difficult to ac- 
cept the warning because the reasons 
for stock ownership at those intervals 
were so convincing... 

“Many theories,” it went on, “are 
currently being propounded that this 
time circumstances are different .. . 
But there is enough logic behind 
the thesis of stock vs. bond yields to 
warrant at least a partial policy of 
converting a portion of one’s equity 
holdings into reserves temporarily in- 
vested in fixed income securities.” 
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B80 Roads leased jointly by ACL and LAN | 





HIGH FINANCE 


SMOKE OR SMOKE 
SCREEN? 


What was all the fuss on the 
Atlantic Coast Line last 
month? 





Wuere there is smoke, so goes the 
truism, there is usually fire. Or— 
some Wall Streeters were wonder- 
ing last month—is it sometimes noth- 
ing more than smoke screen? 

The first public sign of smoke on 
the Atlantic Coast Line Railroad* 
came early last month when Manhat- 
tan’s Journal of Commerce front- 
paged a report that a wing-ding of a 
proxy fight was brewing on the big 
railroad. The burden of the Journal’s 
report was this: a group of institu- 
tional investors, led by two big in- 
vestment trusts, were out to wrest 
control of the road from the Atlantic 
Coast Line Co.,+ a holding company. 
The investment trusts reportedly 
were Wilmington’s Pennroad Corp. 
and Boston’s Incorporated Investors. 

According to the Journal, the “in- 
surgents” wanted to oust the ACL’s 
77-year-old President Champion Mc- 
Dowell Davis. The insurgents sought, 
the report said, to merge the ACL 


*Traded NYSE. Price d._(is80) jieee) : high, 
63%; low, 4336. ieee $2. Indi- 


rnings share (1955 
: $25.3 ‘million. aNicker atbel: 


per es $2. 
ALC. 
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and its affiliated companies with its 
35%-owned Louisville & Nashville to 
form a sprawling, 13,000 mile rail- 
road system, third in size only to the 
Santa Fe and Southern Pacific. 

Dissatisfied. The insurgent stock- 
holders, the story went on, were very 
disappointed with the ACL’s showing 
in recent years. A rival southern 
carrier, the Southern Railroad, had 
nearly doubled its net per share in 
the past five years; the Seaboard Air- 
line had raised its profits almost 50%. 
But in 1955 the ACL’s profits were 
up barely 10% over 1950’s. This, 
the insurgents were said to feel, 
proved that the ACL management had 
failed to cash in the way its competi- 
tors had on the industrial boom in the 
Southland. 

Such, then, was the smoke of ru- 
mor. But if there was any fire behind 
it, nobody seemed able to find it last 
month. When questioned, the alleged 
insurgents protested that there was 
nobody there but us satisfied stock- 
holders. Incorporated Investors’ Pres- 
ident George D. Aldrich said he was 
“not at all dissatisfied with the Coast 
Line’s | management.” Pennroad’s 
Gaylord Bradley said he knew “of no 
insurgent group.” 

Moreover, it soon became clear 
that Incorporated Investors, with its 
120,000 shares of ACL common, and 
Pennroad, with 123,000, were no 
match for management in any kind 
of open proxy fight. Their combined 
holdings added up to just 8% of the 
outstanding stock. The Atlantic Coast 
Line, the parent holding company, on 
the other hand, had added some 43,- 
000 shares to its holdings in the past 
nine months to bring them to 30.3% 
of the road’s stock. The holding com- 
pany, in its turn, is controlled by the 
estate of the late Henry Walters, 
whose representative is ACL Board 
Chairman Archibald Lee Wiggins. 
Any attack on management under 
these circumstances would be little 
better than tilting at windmills. 

A Spark? Was the proxy fight ru- 
mor or pure whimsy? Probably not: 
Wall Streeters thought they detected 
at least a spark of truth. If there was 
no fire behind the smoke, there 
seemed at least to be a deliberate 
smoke screen. Opined one railroad 
security analyst: “By making a fuss, 
a strong minority group could hope 
to enlarge its influence on the road’s 
board of directors.” 

The betting on Wall Street: the 
rumors, while’ not presaging any 
major shakeup in ACL management, 
would probably be the prelude to 
some quiet, inside changes and a 
more aggressive future policy. That, 
if anything, was the reason for the 
“insurgents’ ” smoke screen. 


PAPER 


UNRUFFLED 


Is there a wolf at the paper- 

makers’ door? Frank Ash of 

Oswego Falls Corp. doesn’t 
think so. 


Last month the paper industry en- 
gaged in a rare mood of quiet medita- 
tion. Crown Zellerbach’s President 
James D. Zellerbach, boss of the na- 
tion’s second largest papermaker, 
started it all with a _ prediction 
(Forses, Aug. 15): “The newsprint 
and pulp business will be in a state 
of overproduction in two years.” The 
immediate effect was that the more 
bullish-minded of the papermakers 
were talking softly, if at all. 

One exception: Frank Clark Ash, 
68, president of Fulton, New York's 
medium-sized Oswego Falls Corp.* 
Within a week of Zellerbach’s gloomy 
pronouncement, Ash told the New 
York Society of Security Analysts 
that he still expected to be booking 
$75 million in sales by 1960, his com- 
pany’s 75th year. It was a big order. 
Since Oswego Falls Corp. had boosted 
its volume only 43% (to $42 million) 
over the past five years, it meant an 
unprecedented 79% rise within the 
next half-decade. “This pledge,” said 
Ash, “is more than a pledge.” 

Countertrend. President Ash’s ar- 
gument lay in the fact that his big 
product is not newsprint but assorted 
food containers (Sealright brand) for 
milk, ice cream, liquids and frozen 
foods. Observed he: “The sanitary 
packaging and protection of food is 
the fastest growing segment of the 
paper industry. Recent trends in the 
merchandising of foods and the rise of 
supermarkets and shopping centers 
have made available an entirely new 
segment of the food trade to which 
we find our products particularly 
adaptable.” In the first six months of 
this year, Ash added, his sales rose 
11% to $23.3 million. 

Oswego Falls’ net, however, was 
quite another story. On a per share 
basis, Ash last year reported rec- 
ord earnings of $3.16 (up from 
$2.39 in 1954). Yet even this figure 
represented 5c earned on each dollar 
of over-all sales, no match for the 8c 
obtained by such competitors as Lily- 
Tulip Cup and Dixie Cup. Frank Ash 
also had another cross to bear: al- 
though his sales were up in 1956’s first 
half, his profits dropped 7% to $1.07 
million. 
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CHEMICALS 


SOMETHING FOR 
THE BOYS 


When Reichhold Chemicals 
and Catalin Corp. of Amer- 
ica decided to merge, it was 
more than just old friends 
getting together. 





Ir was a plushy sitting-room at the 
White Plains (N. Y.) headquarters of 
privately-owned Reichhold Chemicals, 
Inc. There one day last month, jovial 
Henry Reichhold sat down to talk 
shop with an old friend. He was Harry 
Krehbiel, president of Catalin Corpo- 
ration of America,* a small (10-mil- 
lion assets) plastics maker with which 
Reichhold has been trying to merge 
for the past two years. Reason for 
Reichhold’s joviality: at last the deal 
looked like a sure thing. 

But Wall Streeters well remembered 
that the two-old friends had shaken 
hands at least twice before—only to 
break off negotiations without an ex- 
planation. Was the long-awaited mer- 
ger really about to get off the ground? 
“What do you say, Henry?” said 
Harry Krehbiel with a broad smile. 
“I guess we’re going to get together at 
last.” Replied Henry, smiling: “Yes, 
we are. I don’t think there’s anything 
that can stop us now.” 

Strategy. All that was left to be 
done, in fact, was to get stockholders’ 
approval of the deal. Once given, a 
new company—Reichhold Catalin In- 

*Traded American Stock Exchange. Price 
range (1956): high, 1244; low, 8. Dividend 


(1955): 30c. Earnings r share (1955): 57c. 
Sore assets: $10.0 million. Ticker symbol: 
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dustries—would be set up. Terms: to 
each Reichhold shareholder, 2.8 shares 
for each one he now holds; Catalin 
stockholders retain their current 
equity. But since Henry Reichhold 
himself owns 87% of Reichhold Chem- 
icals, he will also personally end up 
in the driver’s seat of the new com- 
pany as well. Said Reichhold: “It’s 
getting too tough to run a business 
with your own money these days. It 
will be interesting to operate with 
someone else’s for a change.” 


For Reichhold, a German emigré 
who has single-handedly built up a 
$60-million-a-year business in syn- 
thetic resins over the past three dec- 
ades, it means far more than merely 
getting easy access to outside capital. 
He also picks up a stock exchange 
listing, and a neat little $12-million 
business in a plastic he has never be- 
fore made—polystyrene. The merger 
also gives him a foothold in a grow- 
ing new field—oil additives (roughly 
12% of Catalin’s $20.5-million sales). 
And not least of all, the deal means 
that he nails down a captive market 
for such Reichhold chemicals as 
phenol and formaldehyde, which Cata- 
lin has always had to buy on the out- 
side. Says Reichhold: “We are the 
third or fourth largest manufacturer 
of phenol in the country. Catalin is 
the largest buyer of phenol. It’s a per- 
fect set-up.” 


Henry & Me. When the deal is con- 
summated, Reichhold will personally 
end up in control of an outfit with 
16 U.S. plants grossing between $80 
million and $90 million a year (Reich- 
hold’s 23 foreign plants gross another 
$42 million, but their operations will 
not be consolidated in Reichhold 


Catalin’s earnings statements). Canny 


“this deal ought to work out just fine” 


Harry Krehbiel also came out a win- 
ner. The merger should help cure 
Catalin’s one chronic ailment: lack of 
integration. Because Catalin Corp. 
has had to buy most of its raw ma- 
terials from other chemicalmakers, it 
has averaged only a 1.8c net profit 
on each dollar of sales over the past 
half-decade. Rejoices Krehbiel: “As 
soon as we merge, we'll be able to cut 
costs and raise profits almost over- 
night. With Henry as chairman and 
me as president, this deal ought to 
work out just fine. We’ve been old 
friends for years.” 

“That’s right,” chimed in Henry. 
“And then we'll look around for new 
acquisitions in other fields. That’s 
cheaper than trying to start something 
new by ourselves. I'd like to see us 
with $250 million sales in five years 
or so.” 

“Why,” said Harry, “we'll become 
another Dow or Monsanto. Great di- 
versification. And intergration all the 
way from raw materials to final prod- 
ucts. These days a chemical company 
just has to be integrated.” 


FINANCE 


TALE OF TWO 
CITIES | 


At long last, the Pacific Coast 


Exchange is a reality. 


Mercers,; those sure indexes of boom 
and prosperity, are not always con- 
fined to corporations alone. The same 
compelling reasons have brought 
even stock exchanges such as Balti- 
more’s and Philadelphia’s to get to- 
gether for mutual aid. Last month 
two more regional exchanges caught 
the fever: San Francisco’s and Los 
Angeles’, which consolidated to form 
the Pacific Coast Exchange. 

Difficult Agreement. The merger of 
the two markets has been a tantaliz- 
ing dream in California for over a 
decade. In fact, a merger committee 
was specially formed in 1951. “But 
the problem,” explains the San Fran- 
cisco Exchange’s President William 
H. Agnew, “has always been which 
exchange moved where.” Local pride 
prevented either of the two Califor- 
nia cities, some 400 miles apart, from 
taking the subordinate role. On the 
one hand, the San Francisco Ex- 
change (c. 1882) is older and owns 
its own building. But the Los Ange- 
les market has been growing faster. 

Last year, as a half-way measure, 
an open-wire link was forged be- 
tween the two markets. Dually listed 
shares, or shares listed on the New 
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York Stock Exchange and only one 
of the coast exchanges, could be 
traded in either market. “The ar- 
rangement proved so successful,” as 
Agnew tells it, “that it didn’t seem 
sensible to have two such substantial 
stock exchanges entirely separated.” 

When and if the SEC approves, the 
immediate effect of the merger will be 
a single listing of all transactions. 
More important, according to Agnew, 
the increased market value of shares 
traded ($387 million for the first six 
months of 1956) will attract lucrative 
membership from New York and from 
the Mountain States, beefing up the 
exchange’s resources. With com- 
bined membership now numbering 
140, the Pacific Coast Exchange could 
in time expect to become the largest 
regional exchange in the country, 
outstripping even the Midwest Stock 
Exchange, which traded $503 million 
worth of securities during the first 
half of 1956. 

Best of Two Worlds. Despite these 
glowing prospects, hard-headed San 
Franciscans and Angelinos stopped 
short of a complete pooling of re- 
sources. Under the agreement, each 
exchange will retain its own proper- 
ty, have its own governing board and 
president. Headquarters will alter- 
nate yearly. “We may be stubborn,” 
chuckles Agnew, “but this arrange- 
ment looks like the best of both pos- 
sible worlds.” 


COPPER 


POOR LITTLE 
RICH BOY 


Forced to diversify, Kenne- 

cott Copper is beginning to 

climb aboard the ‘wonder 
metals’ bandwagon. 


“KEenNeEcott Copper,”* a wag re- 
marked several years ago, “is fast 
awasting on a diet of dollars.” The 
jest, unhappily for Kennecott, was 
not in vain. With holdings of $274 
million in cash and low-interest gov- 
_ ernment bonds, 34.5% of the com- 
pany’s total assets are liquid. Thus 
the pressure on management is to find 
new ways to put excess funds to work. 
Last month, President Charles R. 
(“Charlie”) Cox, 65, ticketed a small 
but significant portion of Kennecott’s 
hoard for production of zirconium by 
a new electrolytic process. 


*Traded NYSE. Price range (1956): high 
147%: low, 113. Dividend ( it 7715 i 
clu $4 year-end). Indicated 1 payout: 


(plus extras). Earnings per share 
1955): $11.60. Total assets: é 
Ce alk SS, S032 million. 
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KENNECOTT’S COX: 
his biggest deposit: cash 


Latest Side Line. The Government 
uses zirconium almost exclusively 
in the structural elements of atomic 
reactors. The difficult problem is not 
to find the metal but to make it. En- 
couraged by Atomic Energy Commis- 
sion procurement contracts at prices 
up to $7.72 a pound, Kennecott’s 
brass saw an ideal opportunity to put 
a fraction of its big capital reservoir 
to work. First item on the budget: a 
new pilot plant in Cleveland, to be 
designed, built and operated by Hor- 
izons, Inc. “Kennecott,” chuckles 
Cox, “is really on the prowl.” 

As the largest, most efficient com- 
pany in the copper mining business, 
Kennecott prefers to stick with cop- 
pe. wherever possible. But prowl it 
must to keep up with its fast-moving 
rival Anaconda, which has spread out 
deftly and profitably into aluminum, 
uranium, manganese, zinc, lead and 
other metals. Kennecott, with record 
first-half profits of $89.1 million, up 
36.2% from last year’s $65.4 million, 
has felt less immediate urge to plunge 
into these metals. 

Ex-steelman Charlie Cox has seen 
to it, however, that Kennecott holds 
a 13.1% equity in Kaiser Aluminum 





MOLTEN TITANIUM: 
hottest of the hot metals 


and Chemical, the U.S.’ third largest 
aluminum producer. He has likewise 
branched out into titanium and iron 
(in Quebec), gold and uranium (in 
South Africa), and columbium (in 
Canada and Nigeria). “But copper,” 
says President Cox firmly, “still ac- 
counts for more than three-quarters 
of our total assets.” 

Thus far, one of Kennecott’s larg- 
est extra-cuprous investments is the 
Quebec Iron & Titanium Corp., in 
which Kennecott has a_ two-thirds 
interest. Having sunk $37.5 million 
in its Canadian subsidiary, Kennecott 
expects QIT to capture a large part 
of the burgeoning titanium pigment 
market. Up against such competitors 
as du Pont, National Lead, Glidden 
and American Cyanamid, QIT already 
has orders for more titanium than it 
can handle. 

Scylla and Charybdis. Such promis- 
ing ventures aside, Kennecott faces 
several pitfalls if it fails to diversify 
further. Despite the most consistent 
earnings record in the industry, the 
company’s fortunes are closely pegged 
to volatile copper prices. Needled 
this year by soaring European cop- 
per prices, domestic prices soon fol- 
lowed suit, rocketed from 32c per 
pound in early 1955 to a high of 46c 
per pound in 1956. As a result, Ken- 
necott has enjoyed the finest fiscal 
half-year in its entire history. But 
the recent decline of the metal to 40c 
per pound forebodes a possible sharp 
cut in Kennecott Copper’s present 
lush profits. 

Troubl e Money. Another more 
subtle danger for Kennecott is its ex- 
cess of liquid capital. When Cox took 
over the reins at Kennecott in 1949, 
he was determined to invest Kenne- 
cott’s money “to the hilt,” a stand he 
has championed ever since. Cash re- 
serves, however, have actually risen 
some $79.3 million in the last seven 
years. While inflation nibbles silent- 
ly at this money, Kennecott’s man- 
agement look anxiously for profitable 
channels of expansion and diversifi- 
cation. The company’s present min- 
ing properties can benefit from only 
moderate enlargement, and Cox 
views any kind of investment in 
blue chip securities only as “a last 
resort.” 

Except for further moves toward 
more fabrication, Kennecott is thus 
left with one logical outlet for its 
stored-up cash: excursions into new 
metals. The big hitch here, say com- 
pany spokesmen, is to assure profit- 
able, volume production. This may 
take years to establish. In the mean- 
while, pilot projects like the Cleve- 
land zirconium plant absorb only a 
trickle of the $274-million cash pool. 
Before he retires, Charlie Cox wants 
to turn this trickle into a torrent. 
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DRUGS 


THE RASH 


By a deft combination of skill 

and luck, Eli Lilly’s Eugene 

Beesley has become the U.S.’ 
most envied drugmaker. 


In moments of unalloyed rapture, 
drugmakers are sometimes addicted 
to describing their business as one 
of the noblest known to men. Since 
they are quite obviously dedicated to 
alleviating suffering by stamping out 
disease, their description is not with- 
out basis in fact. But there is one 
epidemic which no U.S. drugmaker 
in his right mind would ever try to 
control: the rash of high profits which 
descends upon the entire drugmak- 
ing industry every half-decade or so. 
Last month, while this rash was once 
again raging merrily, no drugmaker 
was in a move delightful position than 
Eugene Beesley, president of Indi- 
anapolis’ big ($147-million assets) 
Eli Lilly & Co.* 

Standout. At 1956’s half-way mark, 
Lilly’s drug sales were up 44% to a 
record $91 million. But it was in prof- 
its that Eli Lilly excelled. They shot 
up from $6.8 million to no less than 
$16.4 million, by far the richest haul 
in Lilly’s entire 80-year history. In 
making it, Lilly had managed to dis- 
till a whopping 18c net profit on each 
sales dollar. By any standard of 
judging, it was a standout profit mar- 
gin. Rival Parke, Davis, a compa- 
rably large ethical drugmaker, had 
also done well enough; but its 13c 
margin looked quite pallid by com- 
parison. Judged by Lilly’s showing, 
the profit margins of Merck (12c), 
Charles Pfizer (llc) and Abbott 
(10c) looked still less exciting. It 
meant that in the drugmakers’ big- 
gest year, Lilly’s Beesley was lead- 
ing the parade by a long stretch (see 
chart). 

Lilly’s winning combination is what 
every drugmaker dreams of: a big 
list of hot new drug items, all of 
which are hitting the market at once. 
In part this is nothing more than an 
oversize, unadulterated dose of mag- 
nificent luck. But in good measure it 
also owes to something else: Bees- 
ley’s skill in keeping Lilly’s chemists 
on the go searching for important 
new drugs. 

By the end of June, for instance, 
Lilly had been more successful than 
any other U.S. drugmaker in produc- 
ing polio vaccine (58 million doses, 


*Traded over-the-counter. Price range 
(1956): high, 67; low, 36%. Dividend (1955): 
$1.05. Indicated 1956 payee: $1.50. Total as- 
sets: $147.2 million. rnings per share 
(1955) : $2.12. 
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or 68% of all the vaccine produced). 


’ It was also getting good mileage out of 


such important new drugs as V-Cil- 
lin (an oral penicillin), Tlotycin (Lil- 
ly’s version of the broad-spectrum 
antibiotic, erythromycin), multiple 
vitamins and a prolonged-action in- 
sulin, one of Lilly’s oldest stocks in 
trade. A few months ago Beesley an- 
nounced another new drug, Cytellin, 
which he hopes will live up to its 
early promise as a cure for athero- 
sclerosis (hardening of the arteries). 
Currently, his chemists are working 
(with Commercial Solvents Corp.) 
on a new antibiotic against tubercu- 
losis, and are racing to find an oral 
substitute for insulin before equally- 
zealous competitors (particularly Up- 
john and U.S. Vitamin Corp.) crack 
open Lilly’s traditional market among 
the million-or-so diabetes sufferers. 

Hogs & Cattle. Right now, the drug 
trade is watching closest of all to see 
what Beesley will come up with in 
the field of agricultural research. 
Ever since Eli Lilly came out with 
its highly successful Stilbosol (a 
growth stimulant for beef cattle) in 
1954, Beesley has been known to be 
scouting the field for new opportu- 
nities. Finally, last April, he made his 
play: purchase of Corn States Labora- 
tories, makers of hog cholera serum 
and vaccine. Two weeks later he an- 
nounced that Lilly would build an 


agricultural research center on 417 
acres at Greenfield, Ind., with the 
express object of studying animal and 
plant nutrition, insecticides and vet- 
erinary medicine. 

Among the drugmaking fraternity 
last month, Beesley’s strategy of put- 
ting Lilly’s eggs in many baskets was 
being enviously applauded, and all 
the more so since he has conspicuous- 
ly proved that he can make it pay. 
Said one Midwest drugmaker, more 
than a little wistfully: “How I envy 
him those profits.” 


AIRLINES 


A PLACE IN 
THE SUN 


From marginal outlander to 
big time—that’s Northeast 
Airlines’ CAB-inspired hope. 


Wuen the chill of winter settles over 
New England, no man dreams more 
fervently of the sun-sprinkled waters 
along Miami’s Gold Coast than does 
Northeast Airlines’* George Gardner. 
While his fellow Bostonians head south 
to sunlight, Gardner stays behind to 
tackle an impossible task: finding 
enough travellers left in New England 
to half-way fill his fleet of planes. 
How nice it would be, Gardner al- 
ways thought, if he could just send 
his planes flying where there is never 
a shortage of winter business. In short, 
along the crowded airways between 
Boston-New York and Miami. 

Dream Comes True. Last morith, the 
Civil Aeronautics Board decided that 
it, was high time that Gardner got his 
wish. In one of the most momentous 
decisions ever issued affecting North- 
east, the CAB gave Gardner permis- 
sion to extend Northeast’s route from 
New York to Miami, Tampa and 
Jacksonville. Way stations: Philadel- 
phia, Baltimore and Washington. By 
giving Northeast this lucrative route, 
the CAB reasoned, the Government 
could relieve itself of the $1.8 million 
a year in subsidy it has felt obliged 
to shell out to keep the line aloft. 

Gardner was elated. If Northeast 
could have flown the route all during 
1956, he estimated it could have rung 
up $31.3 million in revenues, banked 
a tidy $4 million profit. Last year, even 
with subsidy, Northeast scratched out 
only a meager $380,000 profit on rev- 
enues of $10.1 million. 

Sober Second Thoughts. Which is 


*Traded American Stock Exchange. Price 
range (1956): high, 1414; low, 84%. Dividend 
(1955): none. Indicated 1956 payout: none. 
Earnings per share (1955): 39c. Total assets: 
$8.2 million. Ticker symbol: NEA. 
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NORTHEAST’S GARDNER: 
southward, no easy living 


not to say that Gardner will find the 
living easy down South. For one 
thing, his little planes (11 old DC-3s, 
six slow Convair 240s) are a decidedly 
poor match for the big Super Constel- 
lations and DC-7s which Eastern and 
National now wing along the same 
route. True, Northeast does have 10 
rangy DC-6Bs on order for 1957 de- 
livery. But only a year later Eastern 
* and National will be taking delivery 
on swift Lockheed propjet Electras. 
Also, before the decade is out, these 
two rival lines will be lofting DC-8 
jet transports, and more than likely 
will skim the cream off the winter 
vacation crop. In this bitterly com- 
petitive milieu, Northeast seems far 
outclassed. 

And that in more ways than one. On 
the run from New York to Washing- 
ton, Northeast will tangle with no 
less than eight other carriers—each of 
which is better equipped and finan- 
cially Stronger. Moreover, Northeast 
is vulnerable at home. The CAB re- 
cently gave National a shot at North- 
east’s Boston territory. It also gave 
TWA and United permission to tie 
New York and Boston together on 
their long-haul flights to the West, a 
move which threatens to cut deeply 
into Northeast’s Boston-New York 
traffic. All these events indicate mean 
turbulent competitive weather ahead 
for Northeast. 

Help Wanted. How to negotiate it? 
For the- answer last month, Wall 
Streeters were looking to Financier 
Floyd Odlum, who had picked up 51% 
control of Northeast many years ago 
in an unsuccessful attempt to cash in 
on a neat little capital gains situation 
that never materialized. Says Odlum, 
through a spokesman: “We have faith 
in the future of Northeast, and plan 
to stay with it.” But faith alone will 
not be enough to enable George 
Gardner to stake out his place in the 
sun. A huge wad of greenbacks— 
Odlum’s or someone else’s—will be 
needed to establish possession. 


30 


VARIETY CHAINS 





CAUTIOUS KRESS - 


While its competitors let out 

all- stops on improvements, 

S. H. Kress Co. puts the 
damper on spending. 


Last month Christepher G. Tram- 
mell, the 49-year-old president of 
the U.S.’ fourth-largest variety 
chain, S. H. Kress & Co.,* and his 
board chairman, Rush Harrison 
Kress, 79, (brother of the late founder 
Samuel Henry), announced some 
surprising figures. In the midst of 
1956’s retail boom, which has enabled 
every one of the 41 leading U:S. re- 
tail chains in every field from shoes 
to groceries to up their sales, Kress 
alone bucked the trend. Where its 
compeers, on average, showed a 5.5% 
gain in the first seven months and 
variety chains rose 4.2%, Kress sales 
were down a small—but measurable 
—1.1%, to $83.3 million. 

Changing Times. In one sense, this 
parting of the ways was barely news 
at all. Ever since 1952, Kress’ vol- 
ume has been declining. By last De- 
cember, it was doing business at only 
a $167.9-million annual rate. When 
called upon to explain Kress’ unique 
and persistent downtrend, President 
Trammell says simply: “We have 
never intended to be the biggest 
company in the world. We just want 
to be the soundest.” 

That statement, coming at a mo- 
ment when just about every variety 
chain mogul is fighting harder than 
ever to hold to his old customers and 
lure in new ones, was obviously out 
of tune with the times. For a long 
time, the old five-and-dime chains 
have been sorely beleaguered. More 
and more they are being hemmed in 
by fiercer competition from: (1) 
supermarkets and “super” drug 
stores, which sell everything from 
pots and pans to garden furniture; 
(2) the rapidly rising shopping cen- 
ters, which draw customers away 
from old “downtown” dime store lo- 
cations. Even the U.S.’ vibrant pros- 
perity these days is a liability to the 
variety chains. More and more, 
housewives’ ambitions center on big- 
ticket items like furs and freezers 
instead of on egg-beaters and pans. 

Dime store moguls have been 
spending, and spending hard to buck 
this hydra-headed threat. Industry 
Leader Woolworth, for one, has laid 
out a thumping $215.5 million in just 


*Traded NYSE. Price range (1956): high, 
5014; low, 41. Dividend (1955): $3. Indicated 
996 payout: $2.50. Earnings per share (1955) : 
$3.81. Total assets: $119.0 million. Ticker 
symbol: KSC. 


eight years to build new stores and to 
renovate old ones. That is more than 
2% times its depreciation account 
for the era. The U.S.’ second-biggest 
variety chain, Kresge, has spent an 
impressive $75.1 million in the last 
five years for the same purposes, and 
even moderate-sized J. J. Newberry 
has dipped into its pocketbook for 
$27.9 million in the last two years. 
All of them have gone into debt to do 
it. Woolworth borrowed $75 million 
in 1953 and 1954 alone; Kresge owes 
$22.9 million; Newberry owes $12.1 
million. 

Slow Mover. On such doings, Kress 
and Trammell look with a dubiety 
usually associated with Montgomery 
Ward’s crusty, cautious ex-boss, 
Sewell Avery. To be sure, Kress has 
spent some $31.1 million in the last 
five years to modernize and refurbish 
its 260-odd stores. Moreover, Tram- 
mell has budgeted another $30-odd- 
million outlay for the next five years. 
But by comparison with Kress’ rivals, 
it is only a half-hearted effort. In 
the last five years, Kress has built 
only eleven new stores; meanwhile 
G. C. Murphy and J. J. Newberry 
have built twice that many, Kresge 
88, and Woolworth no less than 326. 

The reason is clear as window 
glass: Kress’ brass hate debt. To 
them debt is weakness, unsound. And 





LOW MAN ON THE 
TOTEM POLE 
Among the six big variety chains, 


Kress 1955 sales have risen the. least 
since the war. 
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they live by their principles: Kress 
has no long-term debt whatever. It 
does not intend to undertake any. 
Last month this matter of principle 
became a matter of dividends. In 
order to “conserve cash ... for... 
building and renovating,” Kress cut 
its generous 75c quarterly to 50c. The 
immediate result: Kress’ _ stock, 
which in the first six months of this 
year had traded in a narrow 2% 
point range, nosedived 9% points in a 
single day. When it levelled out it 
was at 41, an eleven-year low. 

Safe and Sorry? President Tram- 
mell counters criticism by insisting 
that he is “proud of, although never 
satisfied with,” his company’s record. 
For one thing, Kress’ 11.9% operat- 
ing profit margin is probably the 
highest in the business. For another, 
he is proud that Kress—soundly—has 
no debt. Moreover, its bill for rent 
totals barely more than $3 million a 
year. By way of contrast, W. T. 
Grant’s* rent bill last year loomed 
nearly five times as large, yet it net- 
ted just $610,000 more than did Kress, 
which owns half its stores. 

Yet Kress’ very solid assets have 
raised some Wall Street eyebrows. It 
has occurred to more than one pundit 
to ask whether Kress could not find 
better ways to use the $44.7 million it 
now has tied up in brick and mortar. 
Thus one critical analyst has calcu- 
lated that Kress sold only $1.69 worth 
of goods last year for every dollar of 
its invested capital. Profit per dollar 
of invested equity: 9.1c. Meanwhile, 
Kress’ fastest moving competitor, 
G. C. Murphy, sold $2.97 worth of 
merchandise for every dollar of capi- 
tal it had working in the business, 
and got a 13% return on it. 

Why then has not Kress sold some 
of its old stores, leasing back the most 
favorable locations, and used the 
surplus cash to build new stores? 
Answers Trammell: “One reason we 
own those stores is that they are our 
insurance against what the economy 
might do. Some of our competitors 
are so loaded with debt and fixed 
leasing costs that they might fold 
completely in a depression.” 

Given a repetition of the 1930s, that 
makes good sense. But as long as 
prosperity lasts, Kress will be pay- 
ing a very high premium for its 
“insurance.” Nor is there any chance 
that, through stockholder discontent, 
the present management will be 
forced to reverse its policies. Unlike 
Sewell Avery in Montgomery Ward, 
the Kress family and its Foundation 
own over 50% of the common. 


*The leader of another five-and-dime trend, 
Grant now claims it is no longer a five-and- 
dime. By upgrading its merchandise, it has 
metamorphosed into a department store, now 
makes only 12% of sales with normal variety 
chain items. 
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PARALLEL 


Electric Auto-Lite’s sales fortunes 
are closely tied fo those of... 











1953 


AUTO PARTS 


SHORT CIRCUIT 


In seasons fair (e.g., last 

year) or foul (this year), 

Electric Auto-Lite and Chrys- 
ler stick together. 





THERE is probably no executive out- 
side Chrysler Corp. who observes 
Chrysler activities more intently than 
James Patrick Falvey, 51, President 
of Toledo’s Electric Auto-Lite Co.,* 
the nation’s third-ranking auto parts 
maker. The reason is simple. Nearly 
half of Auto-Lite’s sales (mainly 
starting, lighting and ignition items) 
come from Chrysler. Thus changes in 
Auto-Lite’s income accounts move in 
remarkably close gear with those 
in Chrysler’s (see chart). 

When Chrysler logged a_ record 
$3,347.9 million in sales in 1953, 
Auto-Lite’s volume hit $285 million, 
just $7.7 million short of its own all- 
time record high. And when Chrys- 
ler’s production dropped 46% the next 
year, Auto-Lite’s own sales fell 31%. 
The pendulum swung back again in 
1955, and both firms smashed old rec- 
ords. Auto-Lite’s tally: $296 million 
in sales. 

Youthful Jim Falvey, who started 
with Auto-Lite in 1934 as a patent 
attorney, took on responsibility for 
Auto-Lite’s fortunes at the worst 


*Traded NYSE. Price range (1956): high, 
4134; low, 331% a (1955) : $2.50.~Indi- 
cated 1956 payout: $2. Earnings y** share 
(1955): $6.31. 65.7 million. 


Total assets: $ 
Ticker symbol: ET. 


time possible: smack in the middle of 
the 1954 slump, when Auto-Lite 
lost $1.7-million before taxes. His 
job was clear: to see to it that it 
would never happen again. His 
method: to stabilize the company’s 
sales by boosting its business in re- 
placement parts, and by branching 
out into other lines outside the auto- 
motive field. 

Falvey went to work to do both. 
He combined his replacement lines 
(batteries, spark plugs, electrical 
service parts) into one division, and 
has managed to boost his sales in 
these items 3% in the last year. He 
also managed to show a better pro- 
portion of volume in such non-auto- 
motive items as die castings, wire and 
cable and plastic parts. 

But last month Falvey still had a 
long way to go. With Chrysler out- 
put off 41% during the first half, 
Auto-Lite had also sunk into the dol- 
drums: sales were off 25% to $118 
million. But the real short circuit 
was in Auto-Lite’s net, which plum- 
meted by 62% to $2.4 million. Over 
the past decade, only in 1954 had 
Auto-Lite made a poorer showing. 
No wonder that last month Jim Fal- 
vey was watching Detroit more close- 
ly than ever. His obvious hope: that 
the 1957 auto model changes would 
find Chrysler resurgent and tune up 
his profits again. But that cannot be 
counted on as at all sure. 


e ca e 

THANKS to strong positions in the re- 
placement market, two of the nation’s 
biggest battery-makers last month 
had quite a different story to tell. In 
its first half, Philadelphia’s Electric 
Storage Battery had chalked up sales 
of $44.6 million, a 10% boost, and a 
surprising $1.6-million profit, a 
whacking 143% increase. Meanwhile 
St. Paul’s Gould-National Batteries, 
reporting for its fiscal year ended 
April 30, toted up a 14% rise in sales 
to $67.9 million, a 15% boost in net 
to $3 million. 


DISTILLERS 





MODEST PROPOSAL 


Since National Distillers needs 

cash for expansion, Presi- 

dent John Bierwirth would 

rather toast stockholders 
with stock. 


“Noruinc for him,” goes the old bar- 
room cliché, “he’s driving.” Last 
month the 42,000 shareholders of Na- 
tional Distillers Products Corp.* 


*Traded NYSE. Price ran P (1956): high, 
27; low, 2034. Dividend (1955); $1. Indicated 
1956 payout: $1 plus bt " Earnings per 
share (1955): $1.60. Total assets: $405.2 mil- 
lion. Ticker symbol: DR. 
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Volk worm 


POWER 
TRANSMISSION 


with 
CLARK 


Call in Clark engineers 
for discussion of a 
complete, integrated 
power train—from fly- 
wheel to point of 
torque application. No 
better way to make 
sure of your product's 
long and distinguished 
career. Strictly a ‘‘qual- 
ity idea”’— it’s good 
business to do busi- 
ness with 


clark 


EQUIPMENT 








CLARK EQUIPMENT COMPANY 
BUCHANAN, MICHIGAN 
Other Plants: Battle Creek, Jackson, Benton Harbor 








ci Fabian Bachrach Photo 


HARRY HEPNER shows you how to 
outwit your worries and develop a ca- 
pacity to enjoy life—in his book that won 
the B. C. Forbes Prize Book Award, 
“THE BEST THINGS IN LIFE.” Hailed 
as another “Peace of Mind.” Once you 
read a copy, you'll want extras to share 
with your friends. On sale at leading book 
stores, $3.95, or direct from publisher. 

For your copy of Harry Hepner’s “The 
Best Things in Life” simply return this 
ad with $3.95 (in N.Y.C. add 3% sales 
tax) and your name and address to: 


Forbes Inc., Dept. F91 
80 Fifth Ave., New York 11, N.Y. 
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found themselves in the driver’s seat. 
But the indicated abstinence was for 
their own good. 

The man who put them there was 
National Distillers’ amiable, 6l1-year- 
old President John Edward Bierwirth. 
With an eye on his budget, Bier- 
wirth announced that he would soon 
recommend to the board that, for the 
next two or three years at least, any 
increase in Nationat’s current $1 divi- 
dend be paid in stock, not cash. 

The reason is as clear as a shot of 
Old Grand-Dad. National is current- 
ly highballing along on a huge ex- 
pansion program that will see the big 
distiller spend $44 million through 
next year, plus some $2 million more 
on research. To finance the program, 
National will have to keep as much 
cash in the till as possible, go easy on 
cash dividends. 

Vote of Confidence. There is lit- 
tle likelihood that National’s share- 
holders will seriously balk at having to 
go without an extra cash dividend. 
John Bierwirth’s management has 
an enviable record of knowing what 
is good for the company. Since 1952, 
National has jumped from the na- 
tion’s fourth largest selling whiskey 
producer to the No. Two spot, several 
rungs behind Distillers Corp.-Sea- 
grams Ltd. Its Old Crow, which sold 
300,000 cases four years ago, now sells 
2 million cases, is now the top-sell- 
ing straight whiskey. Its Gilbey’s 
Vodka is second in sales only to Smir- 
noff. This year Bierwirth expects Na- 
tional to earn $20 million after taxes 

(vs. $15.5 million in 1955), or a little 
more than $2 a share (vs. $1.60 a 
share last year). 

Though National’s liquor division 
is, naturally, its meat & potatoes, 
($16.8 million in pretax profits in 
1956’s first half), the chemical divi- 
sion is fast providing the cream. This 
year National’s chemicals will chip in 
36% of its total profits, compared 
with only 10% last year. 

Much of National’s expansion pro- 
gram is earmarked for chemicals, 
where National plans to boost pro- 
duction of polyethylene from 45 mil- 
lion pounds to 100 million pounds. 
Also on tap: a contract with the AEC 
to produce zirconium and titanium 
under a new National process that 
can do the job at a record low bid 
of $4.62 a pound (nearest competi- 
tive bid: $6.50 a pound). National al- 
ready has a pilot plant in operation 
in Ashtabula, Ohio, will eventually 
turn out 2.3 million pounds of zir- 
conium, 10 million pounds of titanium 
a year. 

With all these considerations, and 
with the money market tight, Nation- 
al’s Bierwirth had “a pretty fair idea” 
last month that the board would go 





along with his stock dividend recom- 






mendation. He was right. Several 
days later National’s board met, duly 
considered President Bierwirth’s pro- 
posal and dutifully voted a dividend 
for National’s stockholders: 2% in 
stock. It also voted to maintain the 
regular $1 annual dividend in cash 
“for the present.” How long this policy 
will continue they did not say. 

By keeping its cash drawer filled, 
National can proceed with its expan- 
sion. But for its shareholders, it 
looked as though there would be 
nothing extra in the way of cash for 
some years to come—even though 
John Edward Bierwirth was doing the 
driving. 


OFFICE EQUIPMENT 


WEDDED BLISS 


For the third time this year, 

Addressograph - Multigraph 

has extended its family con- 
nection. 





“We used to be going steady,” 
chuckled Addressograph-Multigraph* 
President J. Basil Ward early this 
month. “Now we’re married.” He was 
referring to Addressograph’s acquisi- 
tion this August of Newark’s private- 
ly-held Ralph C. Coxhead Corp. 

Like many a connubial union, this 
one is based on compatibility. Ad- 
dressograph-Multigraph manufac- 
tures electronic and mechanical office 
machines. Coxhead makes the “Vari- 
typer” self-justifying composing ma- 
chine. Explained Ward: “We fit to- 
gether beautifully, like ham and eggs. 
We have the same customers, and 
25% of our dealers are also dealers for 
Coxhead. We’ll work together to ex- 
pand both markets.” 

Coxhead, which sells about $7 mil- 
lion worth of office equipment per 
year, is fast-moving Addressograph- 
Multigraph’s third acquisition this 
year. Others: (1) a Brazilian subsid- 
iary, (2) Cleveland’s Buckeye Rib- 
bon & Carbon Co. Meanwhile, Ad- 
dressograph-Multigraph has thrived. 
For the nine months ended April 30, 
sales rose 15.7% to $63.9 million. 
Large write-offs for plant expansion 
in Cleveland, however, trimmed the 
gain in net earnings to 7.8%, leaving 
$6.07 profit per share. 

As the honeymoon begins, all par- 
ties seem eminently satisfied. He was, 
said Coxhead’s President Stewart 
Coxhead, “most enthusiastic.” Ob- 
served ebullient Basil Ward: “It was 
a natural.” 


*Traded NYSE. Price range (1956): high, 
154; low, 108. Dividend (1955): $3.64. Indi- 
cated 1956 payout: $4 plus 3% in stock. Earn- 
ings per share (1955) : $7.63. Total assets: $52.8 
million. Ticker symbol: AIN. 
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SINCLAIR’S 
SEARCH 


When it comes to adding to 
reserves, Sinclair Oil’s Percy 
Spencer would just as soon 
buy into a field as drill one. 


Om, like gold, is where you find it; 
the trick is knowing where to look. 
Last month P.C. (for Percy Craig) 
Spencer, aggressive president of Sin- 
clair Oil Corp.,* demonstrated for the 
third time in the past 18 months that 
he has the wildcatter’s nose for oil 
and ingenuity at getting at it. 

Only with Sinclair’s Spencer, most 
of the oil he has sniffed of late has 
been on some other company’s land. 
But to Spencer, that is the fastest, 
cheapest way to find oil these days. 
Over a year ago he acquired for Sin- 
clair the oil and gas producing prop- 
erties and undeveloped acreage of 
American Republics Corp. More re- 
cently, he contracted to buy similar 
properties belonging to Southern Pro- 
duction Co. His latest maneuver, 
aimed at buoying up Sinclair’s re- 
serves: an agreement to purchase 
some 1.1 million shares (out of 3.6 
million outstanding) of Texas Pacific 
Coal & Oil Co. 

Texas Pacific (founded 1888) was 
originally a coal company, but it 
closed its mines in 1926 (it still has 
160 million tons of reserves). Since 
then it has concentrated . exclusively 
on oil exploration and development, 
and it has been uncommonly success- 
ful at it. Since 1946, Texas Pacific 
has boosted its crude production from 
11,900 bbls. a day to its current 21,000 
(mostly in Texas and New Mexico). 

Meanwhile the company’s income 
from natural gas has flared from 
$250,000 ten years ago to $1.8 million 
a year. In all, Texas Pacific last year 
grossed $23.3 million. 

Buying a one-third interest in 
Texas Pacific will set Sinclair back 
(at current prices) some $47 million. 
The deal, says Spencer, “represents a 
long-range investment” in a company 
which has been able to do “better than 
industry average” in discovering oil. 
Thus, far more important to Sinclair’s 
Spencer than the $2.22 per share that 
Texas Pacific earned last year are 105 
million other persuaders—the num- 
ber of proven barrels of crude re- 
serves that Texas Pacific has tucked 
away underground. 


7234; low, 555g. Dividend (1 : $2.70. Indi- 
cated 1956 Porous: $3. Ea gs per share 
(1955) : $5.68. Total assets: $1.3 billion. Ticker 
symbol: L. 


*Traded NYSE. Price range, (tS) igh, 
rnin 
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Track laying 
and surfacing . . 


$19,427 ,709.25 


(from the 1955 
Union Pacific Annual Report) 


More than 19 million 
dollars just for 
putting down tracks. 
I'd rather have it 
in dividends.” 


Now, now, Aunt Martha, you don’t really mean 
that. Replacing old tracks with new as soon as 
needed, and keeping our roadbed in A-1 shape is a 
fetish with Union Pacific. 


We want to give our passengers a smooth, comfort- 
able ride so they’Il come back to us again and again. 


We want business concerns to know that when they 
ship or order products routed via the U.P., those 
products will be transported over a smooth, steel 
highway . . . free from jolts and jars. 


In that way we make lasting friends, build up busi- 
ness and revenue. 


UNION PACIFIC RAILROAD 


Omaha 2, Nebraska 





BUSINESS IN MOTION 





7 mca. Cre apices on ieleadcines Pedal .. 


In making gas pressure-reducing valves and relief 
valves for hot water tanks, a famous manufacturer 
has to drill brass rod deeply. Originally the rod 
was free-cutting brass. When we had the oppor- 
tunity to study the operations in the shop it seemed 
evident that Revere’s Deep-Drilling Brass Rod 
should offer some economies. When drilled, this 
alloy produces very small, easily cleared chips, 
much smaller than free-cutting brass. The latter is 
excellent for most applications, 
particularly for external ma- 
chining, or for shallow drilling, 





but for really deep holes, deep- 
drilling brass is superior. So the 
customer agreed to try it. The 
results were most satisfactory. 
The shop foreman reported that 
tool life was increased over 
200%. In addition, it is possible 
to bore one item with a single 
operation, against the former 
practice of withdrawing thedrill 
three times in order to clear the 
chips. 








Another interesting experi- 
ence with the same manufac- 
turer involves a high-pressure 
gas valve, with a cast brass © 
body and a brass rod stem, both machined to close 
tolerances. There was galling and flaking between 
stem and seat. Our analysis was that the two 
brasses were too close in hardness. The recommen- 
dation: switch to arsenical bronze valve stems, 
which have a higher hardness, and a greater torque 
strength. This proved to be the answer, making 
possible a better product, with fewer rejects due 











to trouble at the seat. The more suitable alloy costs 
more per pound, but saves money in the end. 

Here is a third example of our work with the 
same company. It was designing a new tempera- 
ture-pressure relief valve for hot water tanks. The 
original model, hand-made for test purposes, had 
been machined out of solid hexagon brass rod, one 
inch outside diameter, and over half the weight 
had gone into scrap. It was recommended that 
on a production basis a Revere 
high-leaded brass tube be 
used, hexagon outside, round 
inside. A trial order of only 
2,000 pounds immediately 
proved itself. 

The customer reported that 
though the tube costs more per 
pound, he buys less weight per 
foot, machine time is reduced 
substantially, and a much better 
machined surface is obtained. 
The latter is extremely impor- 
tant on the inside of the valve, 
which is machined to a seat. 

These examples of the wis- 
dom of paying more per pound 
in order to make a better prod- 
uct and save money in addition 
are not unusual with Revere. Not only the copper 
and brass industry but practically every industry 
you can name is able to cite similar instances. So 
we suggest that no matter what your suppliers ship 
you, it would be a good idea to take them into your 
confidence and see if you cannot make a better 
product at lower costs by specifying exactly the 
right materials. : 


REVERE COPPER AND BRASS INCORPORATED 
Founded by Paul Revere in 1801 
Executive Offices: 230 Park Avenue, New York 17, N. Y. 
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1951 


The FORBES index 


Solid line is computed ronthly,- gives equal 
weight to five factors: 
1. How much are we producing? 
(FRB production index) 
How many people are working? 
(BLS cl 1 , 








2. 
2 epud , 
3. How intensively are we working? (BLS 
average weekly hours in manufacture) 
4. Are people spending or saving? 

(FRB department store sales) 

5. How much money is circulating? 

(FRB bank debits, 141 key centers) 

Factors 4 and 5 are adjusted for valve of 

the dollar (1947-49 —- 100), factors 1, 4 

and 5 for seasonal variation. 
Dotted line is an 8-day estimate based on tenta- 
tive figures for five components, all of which are 
subject to later revision.* 





J 
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*Final figures for the five components ( 1947-49—100) 


June July Aug. 
Production. ........ 139.0 140.0 140.0 
Employment........ 112.8 113.5 113.8 
SS ee Pe 102.0 101.0 102.3 
- EE ee ees 112.3 119.2 115.4 
Bank Debits........ 150.0 150.0 150.0 


Sept. Oct. Nov. Dec. Jan. ('56) 
141.0 143.0 144.0 144.0 144.0 
114.0 114.3 114.7 114.9 115.1 
102.8 103.0 103.3 103.5 101.8 
115.4 116.6 117.6 116.5 118.4 
150.0 159.3 165.4 159.5 168.9 


Feb. Mar. April May June 
143.0 141.0 143.0 142.0 136-0 
115.0 116.8 117.3 117.6 117.0 
101.5 101.3 100.8 $100.3 100.5 
112.8 115.5 116.4 116.4 118.3 
177.2 160.1 164.8 172.0 161.4 





THE MARKET OUTLOOK 


Money Makes the Mare Go 


TuHIs is a good time to state a few basic 
realities. 

e The full impact of the steel wage 
settlement and its accompanying price 
increases have not yet been reflected 
in the economy. On a near term basis, 
for example, the new round of wage 
increases means a big boost in con- 
sumer spending this fall and winter, 
an obviously constructive influence. 
On a long term basis, and this is even 
more important, the escalator clauses 
in various wage contracts—the fact 
that the steel settlement calls for an 
automatic increase in each of the next 
two years—means two. things: (a) a 
recurrent stimulus to the nation’s 
buying power; (b) a recurrent stimu- 
lus to industry’s purchase of labor 
saving equipment. In other words, 
the pattern of annual wage increases 
has injected something new into the 
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by SIDNEY B. LURIE 


entire economy. 
e Likewise new is 
the fact that more 
people are em- 
ployed than ever 
before, and con- 
sumer disposal 
income is at rec- 
ord new highs de- 
spite the soft spots, the psychological 
“flash recession.” Thus, the experi- 
ence of past months indicates that 
this is a fantastic New Era whose 
underlying resiliency and buoyancy 
simply cannot be underestimated. 
Divergence is the price of 1956 nor- 
malcy. The suburban explosion (our 
increasing, changing and _ shifting 
population) the coming labor short- 
age, our scientific and research minded 
managements have made this an era 
of rolling readjustment, of freedom 





from the cyclical changes so char- 
acteristic of past years. 

e Above all, the market in effect has 
been saved from itself by recurrent 
periods of doubts and fears. The 
speculative extremes which ordina- 
rily would have accompanied a boom 
of today’s proportions simply have 
not occurred. By chance or mischance, 
the punch bowl has been removed 
each time the party was getting too 
gay. This past spring, for example, 
fears were widely expressed regard- 
ing the inventory build-up, the indi- 
gestion in autos and appliances, in 
building. Prior thereto, the President’s 
heart .attack and doubts as to his 
candidacy were the excuse for periods 
of readjustment and reappraisal. Net 
result has been that the market has 
undergone a constant process of self- 
correction, with caution the watch- 
word. - 

This background has particular im- 
portance today, for the money situa- 
tion mentioned in mid-August has 
approached, and may have even 
passed, a climax. Credit is more dif- 
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NORRIE OD 8 eC OR, 
AMERICAN SURETY 
COMPANY OF NEW YORK 
The 218th Dividend 


Wilmington, Del., August 20, 1956 A quarterly dividend of twenty- 
The Board of Directors has declared this two and one-half cents (2214¢) 
day regular quarterly dividends of $1.12'/2 per share has been declared upon 





H a0 Se. Seareaet Moth G4 5S the capital stock of this com- 
ies, both pay- pany, payable October 1, 1956, 
stockholders to stockholders of record at the 


of record at the close of business on i - 
October 10, 1956; also $1.50 a share none Sg” —— Sep 
on the Common Stock as the third quar- tember /, ° 

terly interim dividend for 1956, payable 
September 14, 1956, to stockholders of ALBERT H. RussELL, 


record at the close of business on : ‘ 
August 27, 1956. Vice President & Secy. 
P. S. pu Pont, 3RD, Secretary CASUALTY - FIDELITY - SURETY - FIRE - INLAND MARINE 
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Oil Stocks and Colonel Nasser 


Whuen oil stocks broke on the Suez crisis, the current Value Line analysis of the 
petroleum industry points out, the declines in the international oils—Gulf, Standard of 
California, Texas, Socony, Royal Dutch, Standard of New Jersey—developed in direct 
relation to the proportions of their crude reserves in the Middle East. The analysis con- 
cludes that the Canal crisis is ‘significant at this time as an omen of nationalization or 
higher crude costs rather than as an immediate threat of war. 

The implications are interesting, too, for those oil companies whose crude supplies are 
derived from Canada, South America and from within our own borders. The current 
price/earnings ratios and yields of petroleum stocks are carefully appraised in the current 
Value Line analysis also, for the investor must consider not only the future earning power 
of his oil stocks, but the prices he has a right to expect them to sell for, which is another 
matter in the light of political developments here and 2uroad. The Value Line Investment 
Survey presents a full-page report on each of 33 leading oil stocks showing which are now 
reasonably priced, which overpriced, relative to their individual earnings and dividend 
prospects. 

In addition to full-page analyses on each of 33 leading oil stocks and an analysis of the 
industry itself, the current edition of The Value Line Survey carries full-page reports and 
analyses (with Ratings of normal values) of 28 leading machinery manufacturers’ stocks. 


SPECIAL: You are invited to receive this 80-page issue covering the leading Oil and 
Machinery stocks at no extra charge under this Special Introductory Offer. In addition, 
you will receive in the next four weeks new reports on over 200 major stocks and 14 
industries to guide you to safer and more profitable investing. This issue analyzes 61 
stocks including : 


Standard Oil (N. J.) Sunray-Midcont. Gulf Socony-Mobil 
Standard Oil (ind.) Tidewater Assoc. Shell Phillips Petrol. 
Standard Oil (Calif.) Cities Service Sinclair Royal Dutch 
Standard Oil (Ohio) Union Oil (Calif.) Pure Oil imperial Oil 
Atlantic Refining Continental Oil Ashland Oil Bucyrus-Erie 
Food Machinery Stone & Webster Texas Co. Dresser Ind. 
Am. Mach. & Fadry. Caterpillar Tractor Sun Oil and 34 others 


$5 INTRODUCTORY OFFER* 


Includes 4 weekly editions of the Value Line Survey—with a full-page Rating & Report 
on each of 200 stocks and 14 industries, including advance estimates of 1956 earnings and 
dividends. It includes also a new Special Situation Recommendation, Supervised Account Re- 
port, 2 Fortnightly Commentaries, and 4 Weekly Supplements. (Annual subscription $120.) 


BONUS: You will also receive under this Special Offer at no extra charge the new 
12-page Summary-Index. giving current Value Line advices, yields and future price 


expectancies on all 700 stocks under supervision. *New subscribers only. 
EEE ERIE RTE STNE DE SOND SUNS oy reagan nary eee era 
RE Be Shan Sidhe hin a his Say 0 9 aco etwas oe 8 o0.6 a 6.0 ee 6 
8 A SE Aig eee rs, & ee ae BS 52 64 AB ae ar a 


Send $5 to Dept. FB-68 


THE VALUE LINE 


q SURVEY 
Published by ARNOLD BERNHARD & Co., Inc. 
VALUE LINE SURVEY BUILDING, 5 EAST 44TH STREET, NEW YORK 17, N.Y. 

















ficult to obtain, more expensive, and 
the high grade bond market has suf- 
fered a severe relapse. The Federal 
Reserve Board may even approve a 
uniform 3% discount rate, the sixth 
successive increase in the past eight- 
een months. If so, however, the cure 
will not be worse than the disease. 
Expressed another way, the over- 
publicized restrictive Federal Reserve 
policy will not affect either business 
or the market permanently. 

Case in point, industry is unlikely 
to postpone its expansion plans mere- 
ly because the cost of money (a tax 
deduction) has risen. If there is some 
hesitation, it will mean an additional 
bulwark under the good 1957 busi- 
ness outlook. Further, the fact re- 
mains that a restrictive credit policy 
was successfully instituted this spring, 
when the fundamentals were not 
nearly as strong as they are today. 
Those who felt that a recession auto- 
matically accompanies tight money 
have been proven wrong. Matter of 
fact, a newly restrictive credit policy 
is indirect testimony to the under- 
lying strength of the business out- 
look. 

Above all, two practical considera- 
tions cannot be underestimated. 
First, credit pinch primarily affects 
small business and small business 
votes; and secondly, for the first time 
in history, defense spending will in- 
crease sharply while, at the same 
time, commercial demand is putting 
new pressures on our credit system. 
Thus, the Government later will have 
to ease credit to finance its own spend- 
ing program. 

Theoretically, the stock market has 
come under suspicion due to the fac 
that the more attractive yields no 
available in the bond market wi 
syphon off funds which heretofor 
might have been invested in high 
grade common stocks. But the impact 
is apt to be localized, for the main 
body of stocks are bought for capital 
appreciation, not income. Further- 
more, there have been times in the 
past when stocks sold on the same 
yield basis as bonds. 

The fact remains that the rise in 
money rates, not the use of credit for 
speculative purposes, reflects our busi-+ 
ness boom. Money is going into bric 
and mortar, not margin accounts o 
pyramidal holding companies as in 
the 1920s. In short, the much mis; 
understood money crisis in effect is ¢ 
symbol of unprecedented prosperity 

To the security buyer, the money 
situation has accelerated the tim 
table of reaction outlined in mid 
August when the market had run oul 
of ammunition and was vulnerable t 
the unexpected. The “unexpected 
came in the form of a crisis in th 

(CoNTINUED ON PAGE 46) 
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Do You Know? 


¢ Which 38 of These U. $. and Canadian 
Oil Stocks Hold HIDDEN WEALTH Opportunities? 


¢ Which 53 of these stocks should 








Get New Buy, Hold 
Or Switch Ratings On 
These 157 Oil & Gas Stocks 


U. 8. OIL STOCKS 


Amerada Petroleum 
American Maracaibo 
Anderson- — 


Arkansas Pu Fuel Oil 
Ashland Oil & Refin. 
Atlantic Refining 
Aztec Oil & Gas 


Barber Oil Corp. 

Basin Oil of Calif. 
British Petroleum 
Byrd Oil Co. 


Cities Service Oil 


0} 
Continental Oil Co. 
Cons. Royalty Oil 
Cosden Petroleum 
Creole — 
Crescent Cor 
Crown Central Petrol. 


Delhi-Taylor Oil 
Douglas Oil of Calif. 
Drilling & Exploration 


Empire State Oil 


General American Oil 
General Crude Oil 
Great Lakes Oil & Chem. 
Gulf Coast Leaseholds 
Gulf Oil Corp. 


Oil 

oo . 4 
— ion 

Oil 


Oil & Refining 
Oil of Delaware 


International Petrol. 
Intex Oil Co. 
Israel-American Oil 
Israel-Mediterranean Oil 


Kern County Land 
Kerr-McGee on san. 
Kewanee Oil Corp 


Louisiana Land & Exp. 


Oil Corp. 
Exploration 
1 Explor. 
Petrol. 


Oceanic Oil Co. 
Ohio Oil Co. 


Pacific Western Oil 
Pancoastal Petroleum 
Panhandle Oil Corp. 
Pan-Israel ae Co. 
Pantepec Co. 
Phillips Petroleum 
Plymouth 

Pubco Development 
Pure Oil Co. 


Quaker State Oil Ref. 


Richfield Oil Corp. 
Royal Dutch Petroleum 





-O. of Kentucky 
. of New Jersey 
Ihio Co. 





Sun Oil 
Sunray- Mid Continent 
Superior Oil of Calif. 


Fhe Ranch Co. 

xas Co. 
Sane Gulf popdusing 
Eas Pacific Coas 

Texas Pacif. Land ‘Trust 

on rs 1 Co 

XL Oil orp. 
Tidewater Oil 


Union Oil & Gas Corp 


Union Oil of California 


Universal Cons. Oil 
Venezuela Syndicate 


White Eagle Oil 
Wichita River Oil 
Wilcox Oil Co 
Woodley Petroleum 


CANADIAN 
OIL STOCKS 


Ajax Eetpeiogme 
Amurex Oil C 
Anglo-Amer. figter. 


Beliey Gohan Oil 
Banff Oil, Lt 
British-American Oil 


Calgary & Edmonton 
Canada Oil Lands 
Canada a Pet. 


Cdn. pomentond Oils 
Cdn. Petro 
a Pipelines 
& Pet. 


Canadian Prospect 
Cdn. Williston Minerals 
Canso Natural Gas 
Canso Oil Producers 
Central Explorers 
Central Leduc Oils 
Charter Oil Co. 

Cons. Mic Mac 


Devon-Leduc Oils, Ltd. 
Dome Explor. (Western) 


Fargo Oils, Ltd. 


General Petroleums 
Great Sweetgrass Oils 
Gridell Freehold Leases 


ieome Oil Go.. Ltd. 
Hudson’s Bay Co 
Husky Oil & Refining 


Imperial Oil Co. 
Interprovincial Pipe L. 


Jupiter Oils, Ltd. 
Kroy Oils, Ltd. 
Liberal Petroleums 


McColl-Frontenac 
Merrill Petroleums 


National Petroleums 
New British Dominion 
New Superior Oils 
North Canadian Oils 


Pacific Petroleums 
Peruvian Oil & Minerals 
Prairie Oil Royalties 


Royalite Oil Co. 
Sapphire Petroleums 
Scurry-Rainbow Oils 
Security Freehold 
Trans Empire Oils 
Trans Mt. Oil Pipe L. 
Triad Oil Co. 

United Oils 


Western Leaseholds 
Wilrich Petroleums 
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be SOLD AT ONCE? 


e Which 18 are Candidates for 
BIG INVESTMENT PROFITS ? 


GET THE ANSWERS NOW IN THIS PROFIT-POINTING 4-PART REPORT 


Big Profit Potentials 


are waiting for you in this 157 oil and 
gas stock list .. . if you KNOW what 
action to take and when to take it. 


New developments indicate sharp 
price advances ahead for certain is- 
sues . . a sidewise trend in others 
. .. declining prices in still others. By 
holding and buying the right stocks 

. selling others—you can make big 
oil profits in the period immediately 
ahead .. . and prevent losses. 


How These Big Oil Profits 
Can Be Yours—By Knowing 
How And When To Act 


Our new 4-part study (described at 
the right) brings you all the facts you 
must have fully profit from these 
BIG-VAL — BIG-PROFIT OIL 
BUYS (with our ratings on these 157 
oil and gas stocks showing you the 
stocks we believe have unusual profit 
potentials ip the market right ahead). 


In this report you will find all the an- 
swers to the questions above ... you 
will learn about 15 stocks that look at- 
tractive for purchases within the next 
30 days . . . off-the-beaten-path issues— 
2 under $5—2 around $10—which we be- 
lieve have unusual profit potentials . . - 
a very special opportunity in one com- 
pany now on the verge of duplicating a 
previous similar discovery which sent 
stock zooming 300% in 2 years . . . One 
of the off-the-beaten-path oils is a big 
“land play”’ with, we believe, tremendous 
possibilities at very little risk which 
ean result in large and fast capital 
gains. 





Your 4-Part Report Brings You .. . 


1. Complete BUY-HOLD-SWITCH RATINGS on 
all of the 157 American and Canadian Oils 
in this list. 

2. 2 INVESTMENT- onaee 5 OILS TO BUY FOR 

NCOME PLUS WTH—including one 
when may be var —~ Standard Oj! of 
New yt a 4 up from $71 a year ago to 
$150 toda 

- 8 Business. RISK OILS FOR VERY LARGE 

PRICE GAINS—one of these oils looks as 
a match its recent 3-fold oes 
surge within another two years’ 

- 7LOW-PRICED, POISED-FOR-PROFIT ols 
(Three Unde ier $15, 3 Under $10, 2 Under 
$S)—all ‘‘double- rn oe € on 
big, a American and anadian oil 
play: 











YOU GET THIS 4-PART REPORT PLUS A 
5 WEEK TRIAL SUBSCRIPTION FOR ONLY $5 


Right now some of these poised-for-profit oils 
are already beginning to climb, so don’t miss 
out—send today for your 4- Part BIG-VALUE 
—BIG-PROFIT OIL BUYS Special Report 
plus a 5 week trial Ee Tpaey to the famed 
OIL STATISTICS BULLETIN and the 
CANADIAN OIL REPORTS for only $5.00! 


These confidential bulletins are recognized 
throughout the world as authorities on oil 
and gas stocks. Banks, insurance companies, 
brokers, estate and trust funds depend on 
them. 


YOUR 5 WEEK TRIAL 
SUBSCRIPTION WILL BRING YOU: 


Oil Statistics Bulletin: 


The recognized authority for investors in oil 
and natural gas securities with complete re- 
ports and graphs on all major companies and 
their stocks. 

You get the story behind the company, its 
earnings, its potential opportunities as well as 
a report of the market action of the stock and 

our recommendations without hedging. 


Canadian Oil Reports: 

Reports on Canada’s unusual opportunities 
for the investor prepared by specialists in 
Canadian oil stocks. 

Brings you the reasons behind our non- 
hedged recommendations which are made 
after thorough research by our staff. These 
advices can be worth thousands of dollars to 
you in added profits: 


OIL STATISTICS CoO., INC. 


Yes, send me at once: 


1. Your current ratings on 157 
oil and natural gas stocks. 


2. Three investment grade oils 
to buy for income and growth. 


3. Eight business-risk oils for 
VERY LARGE PRICE gains. 


4. 7 low-priced poised-for- 
profit oils. 


and your OIL STATISTICS BULLE- 
TIN and the CANADIAN OIL RE- 
PORTS each for a period of 5 weeks. 
(This offer open to new readers only.) 


Babson Park 57, 
Mass. 


Check: 


(0 I enclose $5 


(0 Please bill me 





Name 





Street 





City 


Zone State 249 


MAIL ‘TODAY TO GET THIS PROFIT-POINTING 
REPORT BEFORE THESE BUY STOCKS ADVANCE 
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Keep your money 
in a vault... 


That way you can keep your money 
safe and crisp for a long, long time. 
Bat if you want the opportunity of 
rofit from your spare dollars, you 
ioe to put them to work. 


For information on stocks that we 
believe have profit potentials for 
you, just fill in the coupon. 


McGrath Securities 


CORPORATION 
Members American Stock Exchange (Assoc.) 
1@ Wall Street, WN. Y. 5 WH 4-0175 


Please send me information on growth 
stocks. 


Name 





Address 





City State 





Teleph 





F-901 








-UP 20,700% 


r i R.K.0. WARRANTS 
ed the above percen' gain, a $500 in- 
tu oil, 
had comparative rises. WARRANTS 
move faster and further than any other type 
of security. 

If you are interested in capital 
appreciation, be sure to read 


“THE SPECULATIVE MERITS 
OF COMMON STOCK WARRANTS” 
by Sidney Fried. 

It discusses Warrants in their different phases— 
ge many avenues of their profitable pur- 

and sale—describes current opportunities 
in “Warrants. 
For your copy send $2 to the publishers, 
R. H. M. — ae: F-66, 220 Fifth 
Avenue, New York 1 . Vv. 
descriptive folder. 


or send for free 











pemann REPORTS 


DEMAND 
21st Year 


Learn now the expected pattern for 
the market, which stocks are preference- 
merit and to what indicated price ob- 
jective (up or down) each stock is 
headed. 


NO SERVICE LIKE $/D REPORTS 


Send $1.00 now for next two weekly 
and sample monthly editions. Check 
your stocks. Be prepared for the next 
BUY or SELL positions, per stock. 


HENRY WHEELER CHASE 


Economic-Price Adviser 


GREENWICH CONNECTICUT 




















S| INTERNATIONAL 
ha _HARVESTER 


COMPANY 


The Directors of International Har- 
vester Company have declared 
quarterly dividend No. 166 of fifty 
cents (50¢) per share on the common 
stock payable October 15, 1956, to 
stockholders of record at the close of 
business on September 14, 1956. 
GERARD J. EGER, Secretary 











It is a little more difficult to report to 
you this year for the strange reason 
that actually little change has taken 
place in the market background be- 
yond a generally higher price-level. 
While the expectations of the last re- 
port [Forses, August 1, 1955] have 
brought important realizations, these 
expectations have been enlarged and 
strengthened in the process. We now 
have a better concept of the bigness 
of the economic period we are in and 
more faith in further achievement, 
yet I still doubt the adequacy of our 
appraisal of the future and of its pos- 
sibilities, because the vastness of the 
new world we are discovering is be- 
yond imagination. 

Ours is primarily a heavy industry 
prosperity with its beginnings in the 
destructiveness of war on one hand 
and the discoveries of science for self- 
preservation on the other, providing 
new methods to meet these necessi- 
ties. Construction and reconstruction 
is the order of the day and of the 
morrow in practically every field. 
When necessary, a little obsolescence 
is induced artificially to add to the 
forward momentum. Delivered to the 
market place, these forces have en- 
abled our oils, steels, chemicals, metals 
and rails to turn in excellent partici- 
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An Appraisal of the Future 


INVESTMENT POINTERS 


by A. E, RHINEHART* 


pation in income 
and appreciation 
for their owners 
in the last year or 
two. 

By comparison, 
the consumer-type 
operation, retail 
and otherwise, has been relatively un- 
dynamic and will probably continue 
that way in the struggle for today’s 
investment dollar. There is naturally 
enough an expanding market inter- 
est at this time in so-called second- 
ary stocks, those which are begin- 
ning to take on a bit of reflected blue 
in varying degrees as prosperity per- 
meates. It is still an investment- 
motivated market for the most part, 
however, as it has been for several 
years. 

In the oils, a rewarding combina- 
tion could be made of Amerada, Sin- 
clair and Sunray Mid-Continent, giv- 
ing the investor a choice of prices as 
well as inherent values. In the order 
named, one would have a most suc- 
cessful discovery and reserve com- 
pany, then a very large integrated 
company with important South Amer- 





*Mr. Rhinehart, Resident Manager, South- 
ern Pines Office, Eastman Dillon & Co., is a 
guest columnist for Mr. Joseph D. Goodman, 
who is on vacation. 
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ican and Canadian values and, lastly, 
a younger, growing situation also 
with interests in Canada. 

In the steels, Republic, our third 
largest company, has what may be an 
unappreciated advantage in its ca- 
pacity for the production of stainless 
steel, the demand for which is ex- 
panding rapidly. Another fast-grow- 
ing interest is in titanium. Youngs- 
town Sheet & Tube could be an un- 
usual capital gains medium. Colorado 
Fuel can qualify for in-the-ground 
values, good income and probably 
good percentage appreciation. The 
steel industry may well become its 
own biggest customer as its replace- 
ment and expansion plans are car- 
ried out. At any rate, it faces its 
greatest expansion and productivity. 

In the chemicals, industrial type, it 
is difficult to get away from the blue 
level. Such is the broad aspect of de- 
velopment here that the leaders are 
all eligible and preferable because of 
the better capacity for research and 
risk. American Cyanamid, Dow 
Chemical, Olin Mathieson and Union 
Carbide make a hard team to beat. 
Of course, income will continue char- 
acteristically low in this group, but 
we have entered the stage where in- 
come is becoming a consideration of 
diminishing importance. 

In the metals, as in the chemicals, 
the best are the cheapest. Phelps 
Dodge, Kennecott and Anaconda are 
named in the order of foreign inter- 
est: practically none—some—most. 
And Aluminum Co. of America can 
represent its important group. 

In the circumstances of our new 
and broadening economic life, it is 
prudent to discard prejudices. For 
example, the atomic age, to use a gen- 
eral term, was pictured by some as 
ending for all time the waning life in 
the coal industry. Certainly, rail- 
roads depending upon coal were 
not acceptable investments; yet the 
industry is having its greatest ren- 
aissance now. Coal is comparatively 
easy to find, recover and prepare 
for use and we have plenty of it— 
with no foreign entanglements. Coal 
rails such as Chesapeake & Ohio and 
Norfolk & Western, included in my 
last year’s recommendations, are now 
rated high for income and further 
appreciation. Eastern Gas & Fuel is 
interesting as a coal producer (third 
largest bituminous) and as the indi- 
rect owner of 58% of The Virginian 
Railway. And speaking of railroads 
and values in and on the ground, 
Southern Pacific and Northern Pacific 
continue to be realistic investment 
merchandise for the future. Union 
Pacific should be added in the western 
territory. In the southeast, Seaboard 
Airlines furthers its sound growth. 

(CONTINUED ON PAGE 47) 
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For Stock Split-Ups 
or LARGE STOCK DIVIDENDS 


Qaakr. price advances have followed most of the recent 
announcements of stock splits. Boeing rose 12 points 
and General Dynamics 6 points following stock split an- 
nouncements. North American Aviation advanced some 10 
points on similar news. This is a big year for splits. In the 
first six months 98 companies split their stock. Many more 
can be expected in the period ahead. 


7 STOCKS FOR PURCHASE NOW 


A list of 42 companies likely to announce stock splits or 
large stock dividends has just been prepared by UNITED’s 
Staff. Seven of these are selected as most attractive for 
purchase now. These are strong, prosperous concerns where 
earnings are favorable and where dividend increases can 
easily be afforded. The background in each case points to a 
stock split eventually and an increase in the cash dividend. 





Send only $1 for your copy of this Report on “42 Candidates for 
Stock Split-Ups.” In addition we will send you without extra charge 
the next 4 issues of the weekly United Reports, covering Stocks, Bonds, 
Business Outlook, Commodity Prices and Washington Developments. 
(This offer open to new readers only.) 


oe FILL OUT COUPON AND MAIL TODAY WITH ONLY $1 -—— 
| SENT TO YOU BY AIRMAK $1.25 [] FM-68 


UNITED BUSINESS SERVICE 


210 NEWBURY ST. BOSTON 16, MASS. 


Serving more business men and investors than any other advisory service. 



































STOCK INVESTORS—Are you Aware of 
Challenging Opportunities 


in this Vital Period of Economic History? 


Send today for a 5-Weeks' Subscription to our Service! 
Our research experts bring you pertinent, timely information weekly! Your entire 
investment policy may be altered for the better. Just $2 will bring you a full 5-week 
trial subscription—by air mail—to our complete service. Act now—includes election 
effects on stock markets! 

<menncenctncad Use this Coupon—Send $2 Today (F-16)—-———-— 
INVESTORS RESEARCH CO., 922 Laguna St., Santa Barbara, Calif. 


Please send me 5 weeks of your service. I enclose $2. 























Clear your desk for action 
with this CURMANCO 
LETTER SORTER 
Saves time . . . Invites action 
. .. Clears your desk. Handles, 
Sorts, ° Classifies. Distributes 
work. Electrically welded in one 
lece. Olive Green, a Gray. 


PHOTO CREDITS 
Pace 11: Wide World 
Pace 12: Wide World 
Pace 16: Wide World 
Pace 20: Acme News 


tter size... 





or more postpaid. In U.S.A. 
CURRIER MFG. CO., St. Paul 8, Minn. 











39 








TNR ATA 


Send for 48-page manual on 


HOW TO INVEST 
FOR 
CAPITAL GAINS 


plus 


comer aine monte. ve on oem 
make in next 3 week: y 


Gives you a thoroughl 
tem of investment timing and stock 
selection. Shows how to keep the 
odds always on your side ... how= 
to boost net income by making low- 
taxed capital gains. (On long-term 
gains taxes are cut 50%—even for a 
small investor.) 


proven sys- 


TMM UIA LL cs 


We will send you this manual, 
“Stock Market Analysis’ *—plus 
strengtn ratings of 520 stocks—plus 
buy-hold-sell recommendations for = 
next 3 weeks, including specific ad- = 
vice on: 


U.S. Steel 
Aluminium Ltd. 
Panhandle EPL 


Send $1 with this ad and your 
name and address to F-158 


{util TT UUW. 


ATU 


Dow Chemical 
Gen Porti Cement = 
Lukens Steel : 


AMERICAN INVESTORS SERVICE — 
Larchmont New York = 


a ee 


Sai MLULNNNUAUNLAMAMUTHTUVUNAAU AA AAU LA 


MAKE SURE ay "nde 
are ov na in an insured 
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NOTE | <=»: 
NOW earn 3%-314% 





on Personal Savings, Corporate Funds, 
Trust Funds, Institutional Funds 
Ask for our Nation-Wide list of 
INSURED SAVINGS 
ASSOCIATIONS 
No Charge for Our Service 


INSURED INVESTMENT ASSOC. Inc. 


176 W. Adams St. © Chicago 3, Ill. 
Financial 6-2117 STate 2-443? 


[4th GENERATION of DIAMONDS 


DIAMONDS 10 Above Wholesale 








3 s | c ar a 
moun tings an . 
hone. e it for 


. # jour 
yo oe tion. Also Marauise and Emerald ‘uts. 
Others $200 to $10,000. Telephone 24 hours daily. 


EO PEVSNER CO. 


S S. Wabash FRanklin 2-2928 Chicago 





FREE BOOK-FREE SERVICE 


2,000 BUSINESSES, FARMS, INCOME 
PROPERTIES FOR SALE THROUGHOUT U.S. 
State what you want — where you want to locate. 
We'll advise owners FREE. No commission or fee 
‘te pay us. Ne salesman will call. Write today. 
‘U.S. BUYERS’ REPORT, 5410wWilshire Boulevard, 

les Angeles 36, Calif. 


40 








MARKET COMMENT 


by L. O. HOOPER 


Credit Policy Key to Near-Term 


Trend in Stocks 


THE trend in stock prices over the 
near-term (next few weeks or next 
month or two) probably will be de- 
termined by credit policy. If money 
remains as tight as it is now, prices 
for equities will decline (1) because 
for many institutions yields on bonds 
are becoming more attractive than 
yields on stocks; (2) because some 
capital expansion projects and other 
planned construction (especially pub- 
lic) are likely to be postponed; and 
(3) because there will not be enough 
credit to finance the present scale of 
business activity and expansion. 

Pacific Telephone 4%’s, a new 
“double-A” bond, were sold to insti- 
tutions on a 4.23% basis, the highest 
yield for such an issue in over 20 
years. U.S. Treasury 92-day bills 
have sold as high as a 2.818% basis, 
the highest return to the buyer in 23 
years. The prime loaning rate of 
New York City banks has been 
raised to 4%, making the cost of 
money to business the highest since 
the 1930s. All these things and, more 
especially, the difficulty in finding 
funds to borrow at these rates are 
hurting building and construction al- 
ready and eventually must restrain 
other business activity to a consid- 
erable extent. 

The Federal Reserve Act of 1914. 
it will be recalled, was enacted for 
application in a situation analogous 
to this. It was the intent of that 
measure that, in the future, business 
recessions would not be caused by 
lack of funds. It is my conviction, 
and that of many men who know 
much more about credit than I do, 
that eventually the reserve require- 
ments of the banks will be eased to 
make more money available. Right 
now, however, the credit authorities 
are reluctant to do this, fearing they 
would unleash another round of in- 
flation. As I see it, the trouble is not 
so much money rates but the lack 
of available funds to borrow; and the 
economic and investment conse- 
quences of the present policy (if too 
long continued) might be quite un- 
pleasant. 

Parenthetically, it might be men- 
tioned that the present is hardly an 
auspicious time politically to put the 
screws on credit. Theoretically, the 
Federal Reserve Board is above 
political considerations. Sometimes 
there is a difference between theory 
and practice; and, after all, is not 
“good politics” in this situation “the 


right thing” to do? 

There is less 
reason for the 
credit authorities 
to worry about a 
decline in stocks 
(if it does not go 
too far) than there 
is to worry about what tight money 
could do to business in an economy 
where credit is so important in so 
many different fields. This boom in 
business (not the boom in stocks be- 
cause so little has been borrowed to 
carry stocks on margin) has been 
nurtured for years by cheap and 
readily available funds. The present 
policy is cutting down the previously 
liberal credit rations. It is just as 
simple as that. All the weakness in 
stocks tells the authorities is that 
some investors are concerned about 
what tight money (if long continued) 
will do to business and earnings. The 
authorities are not going to worry too 
much about the stock market itself— 
especially with prices where they are 
now. 

What this means to me is that most 
stocks won’t go up and probably will 
go down until there is evidence of an 
easing of credit, and that on evidence 
that credit is being eased, stocks will 
recover. 

It seems to me at this writing that 
the tight credit policy will be con- 
tinued for some weeks, and then re- 
versed. I may be wrong, but this is 
a column of opinion, and if this col- 
umn does not give opinions it is 
worthless. 

Turning now to the stock market, 
it should be recognized that (1) the 
DJ Industrials were unable in the 
usual midsummer rise to push higher 
than 523.33 in their attempt to go 
through the April 9th high of 524.37 
and that the DJ Rails did not per- 
form even as well as the Industrials; 
(2) that the DJ Industrials for 21 
sessions met resistance in the 507-523 
area and were unable to master it on 
the upside just as they failed in this 
area for 31 sessions last spring; and 
(3) that on August 21st, the Average 
broke out on the down-side of the 
“supply area.” 

It would seem that the drive to 
master the important old “supply 
area” definitely has failed on this at- 
tempt—which incidentally was what 
this column forecast when it predicted 
the midsummer rise. Now again, in 
theory at least, we should be con- 
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cerned with a “demand area” rather 
than with a “supply area.” 


Looking at the charts, entirely for 
the purpose of seeing where people 
were willing to buy stocks on weak- 
ness in the past, we note that there 
is nothing suggesting “congestion” 
earlier than 480-490 and that the 
“congestion” here is not convincing. 
A better area in which to look for 
support apparently would be some- 
where around 460-65. The January 
low was 463.16; the February low 
was 463.89; and the May low was 
463.85. The Eisenhower heart attack 
low was 433.19 on October 11th, but 
that had peculiar “surprise” and 
“emotional” elements in it, and it 
may have been something of a freak. 
The 463 area looks important. I al- 
ways like to look at the charts in a 
time of confusion. They often help. 

This hardly is a good time to talk 
about individual stocks, even though 
the market unquestionably will re- 
main to some extent selective while 
it is adjusting to uncertainties and 
waiting for a clue. It is a stubborn 
fact that the stocks which behave 
best on a preceding rise often act 
worst on a succeeding decline. That’s 
why old traders always counselled 
those who wished to sell short to “sell 
the stock you like best.” I suppose 
that the traders who buy on a rise 


run when a stock moves “the wrong | 


” 


way,” and offer a substantial part of 
late purchases. But I’m not advocat- 
ing short sales, I’m just trying to in- 
terpret in advance the probable or 
possible nearby behavior of some re- 
cent favorites. The lower the good 
ones go, the better purchases they 
will be. 

American Seating (3142) may be 
an interesting stock again. Profits in 
the first half were only 94c a share 
against $1.58 in the first half a year 
ago. The decline is due to the fact 
that last year customers accepted 
earlier-than-normal seasonal deliv- 
eries of seating (as they did the year 
before) in fear of a strike. This year 
the earnings trend has gone back to 
the seasonal pattern, and the third 
quarter easily may be the best in the 
company’s history. It now seems 
probable that net for the full year 
will be nearer $4 a share than $3.50. 
Incidentally, the company has a new 
line of lower-priced seating which is 
going over well and has improved 
plant facilities to permit lower costs. 
I like this stock, especially if it can 
be bought at concessions. 

I would continue to watch the 
motors for a buying point. Here is an 
industry which, other things being 
equal, should enjoy larger sales and 
profits in 1957 than in 1956. General 

(CONTINUED ON PAGE 49) 
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Know Your Investments Better 


GET YOUR COPY NOW 


1956 investor's Manual 
For Judging Stock Values 


—\\ 42nd Edition 
Just Off The Press 
s 
Over 1,800 Revised 
**Stock Factographs’”’ 
. 

Indexed for 
Quick Reference 
* 
Demand Exceeds All 
41 Previous Editions 











The 42nd Edition of this 304-page Annual Ready Reference 
for Investors, just off the press, is a veritable mine of essential 
facts to assist the wide-awake investor ih judging relative merits 
of over 1,800 stocks. Complete index enables you to find in a 
few minutes investment data every investor needs. First print- 
ing 50,000 copies! Prepared by the trained staff of FINANCIAL 
WORLD, which for more than 53 years has been supplying the 
business and financial information busy investors require to 
invest surplus funds more wisely, more profitably. 


Careful security analysis indicates that the firm foundation upon 
which to base a lasting investment policy is knowledge of the 
background history, the performance record and the plans for 
future growth of the various corporations with demonstrated 
earning power. Thus emphasizing the importance of “STOCK 
FACTOGRAPHS” which present in concise form (to save your valuable 
time), so many essential facts investors must have in evaluating hundreds of 
listed common stocks. These appear week after week in FINANCIAL WORLD, 
and orice a year they are again revised and published in a handy 304-page 
“STOCK FACTOGRAPH”’ MANUAL, indexed for quick reference. 


Return “ad” today with $5 Check or Money Order for your 1956 
MANUAL. Or send $11 for 6-months’ trial subscription for FINANCIAL 
WORLD and receive your copy of 1956 ‘‘STOCK FACTOGRAPH”’ MANUAL 
now ready to mail, in addition to 26 weekly copies of FINANCIAL WORLD, 
and 6 monthly copies of “INDEPENDENT APPRAISALS”, containing 
DIGEST of New Reports on 1,440 listed common stocks. . . . Yearly sub- 
scription at $20 includes $5 ‘‘FACTOGRAPH’”’ MANUAL Free. 


FINANCIAL 
WORLD 


53 Years of Service to Investors 


86-FB Trinity Place, New York 6, N. Y. 


Ss * ae 
| P.S.] Mrs. Alice Bell Morgan, highly suc- 
| cessful teacher and investor of 
| Bristol, R. I., who won national 
| acclaim as a financial and Seaaes 
ment expert on TV’s “$64,000 
I Question” after winning $32,000 
| 
wrote that she has been a FINAN- 
CIAL WORLD subscriber for the 
past 24 years. 
| 
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~HOLDING- 


Stocks You Should 
SWITCH NOW? 


FREE Stock Check 


Gives Timely Advice 

AT NO COST OR OBLIGA- 
TION, Babson’s Reports — the 
Country’s oldest Personal Invest- 
ment Advisory Service — will 
check your stock list to help you 
avoid losses and grasp profits as 
they exist today. Babson’s un- 
biased opinion is based on day- 
by-day research into more than 
1700 company situations. 

For prompt advice on what 
you should HOLD or SWITCH 
NOW, mail your stock list today 
with this ad and your name and 
address. Your list will be checked 
sures ed against Babson’s up-to 

date HOLD or SWITCH LIST 
at ABSOLUTELY NO COST. 


BABSON’S REPORTS 
S Dept. F-61 
Wellesley Hills 82, Mass.— 


WHEAT 


There is a fine buying spot coming for 
wheat in the very near future. Get 
our special report on the possibilities 
for making money in wheat this crop 
year. Get 8 bulletins of specific advice 
and technical analysis of commodity 


markets. 
Send $5 
For 8 Bulletins 


and receive our complete profit record 
for the past 2!/2 years. All trades shown 
with losses as well as profits. 


Send $5 for offer D-25 
THE COMMODITY ADVISOR 


431 S. Dearborn 
Chicago 5, Ill. 

































Should you be 
RISKING MONEY IN 
THE STOCK MARKET NOW? 


—especially when other investors are earn- 
ing 4% on their money—insured against 
any loss by U. S. Gov’t Agency. 
@ If you, too, cre worried about the soreene 
market—and want to take your 
while the taking fs qued=-aced fer the fucte 
about Insured Sevines Associations. With these 
Associations it is possible to obtain complete 
insured ection on any amount from $100 


to $1, 000. Ev ad in each Associa- 
tion is insured to 
nn ag pa “free pegetel Report on 


“s - plus eoteated list of insured Kesociations 
we paying highest averag lends toda 
@ Prudent peo now Placing over $23. 


000,000 daily in Savi ssociations. 
high 80 dally roe cireoty Z 


For free sured investment 0 "’ te) 
i = a, 8 22 im cnetee nae st ei yon 
w 


B. RAY ROBBINS CO., veer. n-1s 





501 Fifth Avenue, N. Y. 17 (42 "st MU 7-0067 
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STOCK ANALYSIS 


Year-End Outlook 


Stock market interest, as a rule, is 
at the lowest ebb in August. Major 
investment decisions are deferred 
until everybody has come back from 
vacations, and those who have stayed 
on the job like to wait until Labor 
Day before making a definite ap- 
praisal of the outlook for the final 
third of the year, which for many 
companies determines the results for 
the entire year. This is the reason 
why August is a month of hesitation, 
and why September has frequently 
been a period of significant market 
developments. 

Numerous important events have 
taken place this summer, but their 
effect on the stock market has been 
negligible. The month-long steel 
strike was terminated before it did 
serious harm to the economy. It was 
settled on terms which had been pre- 
dicted before it was called. The po- 
litical conventions nominated the 
candidates who had been the most 
likely choice all along. Although the 
Suez Canal nationalization was en- 
tirely unexpected, all world powers 
are determined to prevent a military 
flare-up in the Near East and to find 
a solution, acceptable to all, to assure 
international control of this vital 
waterway. 

If employment figures are taken as 
a criterion, business conditions have 
been excellent up to now, indeed bet- 
ter than had been expected. But 
while prosperity is widespread, it is 
not all encompassing, and there are 
few industries whose profit margins 
are not being squeezed by keen com- 
petition. As a result, corporate earn- 
ings statements not only present a 
mixed picture, but also a rather dis- 
turbing general tendency towards 
smaller margins on increasing sales. 

Most interesting is the stock mar- 
ket’s complete disregard of the bear 
market in bonds. For the first time 
in more than a quarter of a century 
the yield on triple A-rated first mort- 
gage utility bonds has approached the 
4% level. Short-term Treasury Notes 
and long-term Government bonds 
now offer yields of well over 3%4%, 
and the market for tax-exempt rev- 
enue bonds seems to be without bot- 
tom. (The Illinois Toll Road 3%s of 
1995 are selling at 86 as compared 
with 102 six months ago!) Mean- 
while, utility stocks which are bought 
by conservative investors for stability 
and income rather than for growth 
and capital appreciation, have been 
making new highs and the divi- 
dend yield on the Dow-Jones utility 











By HEINZ H. BIEL 


stock average is 
only 4.3%. 

Of course, this is - 
incongruous. Logi- 
cally one would 
expect a_ shift of 
investment funds 
from full-priced 
stocks to undervalued bonds. 





So far 
the opposite has been the case. Utili- 
ties have no trouble selling additional 
stock to their shareholders via rights 
at prices very close to the market. 
Yet they can’t sell prime bonds, ex- 


cept at exorbitant rates. How long 
the stock market can remain aloof 
and independent is impossible to say. 
It depends how deeply investment 
thinking has been penetrated by in- 
flation psychology. 

I can see no reason to change my 
previously expressed opinion that 
business activity will reach the high- 
est level of the year in the final quar- 
ter. Corporate profits, however, be- 
cause of shrinking margins, may 
barely equal the excellent results of 
the fourth quarter of 1955. For that 
reason it is difficult to visualize fur- 
ther substantial advances for the 
stock market in general. Its pattern 
will remain as selective as before. 

The steel industry, for obvious rea- 
sons, will do superbly well and new 
highs are in sight for the entire group. 
U. S. Steel and Bethlehem are still 
recommended. 

The automobile industry will re- 
bound sharply after the model 
changeover. Ford may be the best 
buy since most of the disappointed 
original investors have taken their 
losses while they were still short- 
term. The 64% level remains a major 
hurdle, of course, but it should not 
prove insurmountable. Hold GM for 
investment and Chrysler for specula- 
tion. In the parts group, I prefer 
Borg-Warner. 

The Suez situation has caused some 
institutional and individual investors 
to shift from “international” to “do- 
mestic” oil stocks, largely as a pre- 
cautionary move. As a result, Royal 
Dutch Petroleum and Shell Transport 
& Trading are once again relatively 
undervalued and attractive. The 
Royal Dutch-Shell Group is much 
less exposed to risk in the Near East 
than most people think. Among top- 
quality domestic oils my recommen- 
dations include Amerada and Stand- 
ard Oil of Ind. 

Splendid earnings and fat divi- 
dends seem assured for the copper 
group which I have suggested as a 
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balance for the low-yielding and 
liberally priced aluminum shares. 
American Smelting, Kennecott and 
Anaconda are still attractive buys in 
this group. 

Building material and cement stocks 
are anything but cheap, and I hesitate 
to recommend additional purchases. 
Established holdings, however, need 
not be disturbed. 

I feel the same way about the 
chemical group. On an intermediate 
basis, too little is left for imagination. 
Du Pont, selling 35 points below last 
year’s high, begins to look a little 
more attractive, although a 25 times 
earnings ratio is still pretty stiff. 
Better values are available in the 
pharmaceutical and drug field, for in- 
stance Parke, Davis and Bristol- 
Myers. Smallish and speculative U. S. 
Vitamin could become another Scher- 
ing if its new drugs come up to ex- 
pectations. 

Among industrial machinery and 
equipment shares my preferences are 
Ingersoll-Rand and Babcock & Wil- 
cox. General Electric remains the 
standout in its group, just as I.B.M. 
is in a class by itself, a fact which is 
quite generously expressed in the 
price of both stocks. 

The retail trade will enjoy an ex- 
cellent Christmas season. Good de- 
partment store stocks, now selling at 
very reasonable prices, should prove 
good holdings over the next few 
months. Variety chains should be 





avoided, however; the recent divi- | 
dend cut by S. H. Kress, once highly | 


regarded as an investment, is indica- 
tive that all is not going well in this 
field. 

International Paper, soon to be 
greatly enriched by the huge natural 
resources of Long Bell Lumber, has 
thus reinsured its leading position. 
Scott Paper, almost stationary for a 
year, is once again comparatively at- 
tractive among the prime-quality is- 
sues. Owens-Illinois Glass, appar- 
ently temporarily depressed by arbi- 
trage against National Container, 
holds more than a one-third share of 
Owens-Corning Fiberglas for each 
share of its own stock. Both, Owens 
Illinois and Pittsburgh Plate Glass 
appear to have solid investment 
merit. 

As a group, the rails have been 
disappointing this year. Most insti- 
tutional investors are avoiding this 
industry, despite excellent earnings 
and comparatively generous yields. 
Much of this aversion seems based 
on prejudice rather than on objective 
appraisal of intrinsic values and pros- 
pects. I would not be at all surprised 
if the rails would outperform indus- 
trial stocks during the next few 
months. 
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IS IT WORTH $5 TO BE TOLD 
“IT’S TIME TO SELL’’? 


Since the first of July—while the stock market was rising—the Drew Odd Lot 
Indexes went down. After registering skepticism during June the “odd lot” 
buyers became more bullish in a rising market. That is contrary to normal 
“public” behavior. It represents the sort of change in sentiment that usually merits 
careful analysis. And that is the primary function of the Drew Odd Lot Studies. 
@ The abnormal public behavior as revealed by the Odd Lot Indexes is ob- 
jectively interpreted in recent Drew Studies in relation to many other tech- 
nical factors, the stock market background, the prospects of further inflation, the 
Suez crisis and the forthcoming Election prospects in the light of the President’s 
health. @ The conclusions reached pull no punches and make clear what Drew 
Investment Associates regard as appropriate action in the circumstances. We regard 
this Report as one of the most important we have issued—certainly the most timely 
since the Odd Lot Study of June 1 following the May 28 Selling Climax. Q This is 
part of the Drew Service but it will be sent FREE by air mail with a month’s 
trial of the Drew Reports at the special introductory rate of $5 (refunded if you 
are not satisfied). It is the aim of the Drew Market Action Analysis to faithfully 
report the danger signals—which normally precede an important change in trend 
—and say in so many words when prudence dictates the selling side. The next 30 
days may tell an important story. 


Send $5 for month's trial 
with Reports 32-33-34 free 


DREW INVESTMENT ASSOCIATES, INC. 
53 State Street—Boston, Mass. 
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Our Comprehensive Report on the Rapidly Expanding 


NEW IDRIA MINING & CHEMICAL 


© Just "acquired estimated oil reserves of approximately 
11,000,000 barrels and natural gas reserves of around 35 
billion cubic feet. 


e@ Listed on American Stock Exchange. (NID) Selling around 
$2.50 against $5 high though prospects better than ever. 


e Already strongly entrenched in producing tungsten, quick- 
silver, uranium and chemicals. Wholly owned chemical 
subsidiary said to be largest manufacturer of mercurial 
compounds in the world. 


© Diversifying of operations and active development should 
have favorable effect upon earnings. 


Write For Free Report 


--GENERAL INVESTING CORP.-- 


Members American Stock Exchange F-9-1 


80 Wall St., New York 5, N. Y., BOwling Green 9-1600 


Name 





(Please print full name clearly) 


Address 
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Company, 
Inc. 


Capital Stock 


The subscription price is 
the net asset value per 
share. There is no sales load 
or underwriting commission 
payable to anyone. 

Mail the coupon below for 

a copy of Be Prscpenee. 














deVegh Investing Company, Inc. 
One Wall Street, New York 5 
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THE FUNDS 





FUNDS & DEFENSIVE 
INVESTMENTS 


A RECENT survey conducted by the 
National Association of Investment 
Companies indicates that fund man- 
agers are not shifting into the rela- 
tively stable utility stocks to any 
marked degree. 

In mid-1956 some 152 funds had 
a little over $1 billion in public util- 
ity securities in their vaults, equal to 
about 11.6% of their total assets. (See 
table.) That made utilities the second 
largest mutual fund investment after 
the oil industry. Yet, relatively 
speaking, it represented a come- 
down for the utilities. For, just 18 
months earlier the funds had almost 
17% of their assets in public utilities. 

This is not to say that mutual fund- 


Twenty Largest 













T. ROWE PRICE 
GROWTH STOCK FUND, INC. 


* 
OBJECTIVE: Long term growth of 
principal and income. 
OFFERING PRICE: Net asset value 
per share without addition of 
any sales load or commission. 
Prospectus on request 
Dept. B 
10 Light Street Baltimore 2, Md. 




























SAVINGS ACCOUNTS 
BY MAIL 
Handle all 


y//! transactions by mail. 
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OR The Board of Directors of 


PITTSBURGH 
CONSOLIDATION 
\/ __s COAL COMPANY 













ers 
at the close of business on Sep- 
tember 4, 1956. Checks will be mailed. 


7s ea 
resident & Secretary 
August 20, 1956. 









Utility Holdings-———— 


(Based upon aggregate holdings 
of all classes of securities) 


$ amount * 


(in 000’s) 
American Tel. & Tel. $ 35,570 
United Gas Corp. 33,301 
General Public Utilities 29,821 
Pacific Gas & Electric 24,204 
Niagara Mohawk Power 24,097 
Tennessee Gas Transmission 23,691 
Middle South Utilities 23,371 
Southern California Edison 21,271 
American Gas & Electric 21,105 


Consolidated Edison of New York 20,502 


Central & South West Corp. 19,646 
Texas Utilities 19,641 
Southern Co. 19,220 
Northern Natural Gas 18,744 
American Natural Gas Co. 18,082 
Illinois Power 17,982 
Consolidated Natural Gas 16,256 
Columbia Gas 15,698 
Panhandle Eastern Pipeline 14,852 
Public Service Electric & Gas 14,809 


TOTAL HOLDINGS— 
Securities of 220 Utilities $1,050,615 


*In market values as stated in the latest avail- 
able financial reports of member companies. 











ers are not growing cautious. But, 
currently at least, they seem to favor 
another means of getting into a de- 
fensive position: namely, bonds. 

Opportunity. The recent heavy sag 
in bond prices has presented oppor- 
tunities, which more than one mutual 
fund has been quick to grab. Buying 
bonds at present depressed levels has 
a number of advantages for fundmen. 
It enables them to get a fairly high 
rate of income without taking much 
risk; it gives them a chance to make 
capital gains if bond prices recover; 
and it enables them to switch from 
common stocks into fixed income se- 
curities without sacrificing the divi- 
dend income their shareowners so 
dearly love. 


The $560 million Wellington Fund, 
for example, added some $16 million 
to the total value of its bond holdings 
in the past six months. Some of 
Wellington’s purchases: Common- 
wealth of Australia 442s; General 
American Transportation convertible 
4s; General Electric 34s; Lockheed 
Aircraft 44s; Household Finance 4s; 
Northern State Natural Gas 3%%s; 
N. Y. State Power Authority 3.20s; 
U.S. Treasury 2%s of 1961 and 1963. 


ONE IN EIGHT 


Tue Boston Fund has just presented 
its shareholders with a very cogent 
argument for starting individual pe- 
riodic investment plans. Boston 
Fund (see table) has produced some 
Twentieth Century Fund figures 
showing the financial plight of most 
Americans at retirement age. 

“An equally startling statistic,” The 
Fund added, “is that only 12% of the 
total group received some portion of 
their income from personal savings, 
insurance, investments and the like 
. . . Only about one person in eight 
had made financial provision for what 
should be their years of leisure, re- 
laxation and freedom from money 
wotries.” 

The moral drawn by the Boston 
Fund: start a mutual fund “invest- 
as-you-earn program.” 


——Only One In Every Eight 
A study prepared under sponsorship of 
the Twentieth Century Fund, a non-profit 
research organization, gives the following 
breakdown of income for people who have 
reached the age of 65: 


Percentage Income 
36% No personal income 
38 Less than $1,000 
i Between $1,000 and $2,000 
15 Over $2,000 
100% 











GROWTH IS THE THING 


Say what you will about “special sit- 
uations” and “behind-the-market” 
stocks, some mutual funders still con- 
tinue to put their faith on the old, 
reliable “growth” stocks. This, of 
course, is a highly controversial issue 
on Wall Street. More than one pund- 
it feels that many of these popular 
“growth issues” are just too high, 
that they have discounted their 
growth too far into the future. 

Not so David L. Babson, the well- 
known Boston investment advisor 
and president of Aberdeen Fund. 
Babson points out that his Aberdeen 
Fund rose 18% in net asset value in 
the first six-and-one-half months of 
1956, or four times as fast as stock 
prices as a whole. The reason, accord- 
ing to Babson: Aberdeen’s owner- 
ship of “growth” stocks, which made 
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up one third of its portfolio. 

The stocks: IBM; Gulf Oil; Minne- 
sota Mining; Dow Chemical; Corning 
Glass; Socony Mobil; Union Car- 
bide; duPont; Hercules Powder; 
Minneapolis-Honeywell. 

Babson believes that over the long 
pull the average investor will do bet- 
ter to put his money in this type of 
stock and hold on to it. Better that 
is, than the investor who tries to get 
in and out of the stock market and 





tries to pick today’s favorite which | 
may well become tomorrow’s cat- | 


and-dog. Better, too, he says, than 
the man who buys a stock simply be- 
cause it pays a high dividend. 

To back his point, 
quoted from a recent article by Rob- 
ert W. Anderson in the Harvard 
Business Review. For example: “The 
record seems to show that a portfolio 
of established, recognized growth 
stocks (even at relatively high price 
earnings ratios) retained on a long- 
range basis will give results superior 
to those of the stable income stocks 
and the market averages.” 

Or, again, quoting from Anderson’s 
article: “. . . all those who invest for 
income, except those who must have 
maximum current income and cannot 
invade principal, would be well ad- 


Babson has | 





vised to buy growth stocks in prefer- | 


ence to stable income stocks.” 

And, finally: “Having made his 
choice and invested his funds, the in- 
vestor should be patient. . .” 

This, of course, is something of a 
minority point of view on Wall Street. 
Most investment men think that even 
a prime growth stock can sometimes 
be too high. Coming from a man of 
David Babson’s prominence, however, 
his opinion is well worth pondering. 


. » - SECONDING THE MOTION 


Harwanpd H. Allen, president of Chi- 
cago’s Growth Industry Shares, Inc. 
seems to agree with Aberdeen’s Bab- 
son. During the June quarter of this 
year, Growth Shares received the 
largest amount of new money from 
sale of shares in the history of the 
fund. Allen lost little time in putting 
the money to work in what he con- 
siders growth stocks already repre- 
sented in his portfolio. Among them: 
Food Machinery & Chemical; Clark 
Equipment; Standard Oil of Indiana; 
United-Carr Fastener; Reynolds Met- 
als; Sears Roebuck. 

It is interesting to note that Har- 
land Allen and David Babson do not 
always agree when it comes to pick- 
ing “growth” stocks. That, of course, 
is one of the flaws in the argument 
for buying growth stock: how do you 
know before the fact, which are 
growth stocks and which merely 
flashes in the fiscal pan? 
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HOW TO MAKE 


SHREWD SPECULATIONS 


in stocks under $5 


Now you can get revealing reports giving 
analysis and opinion on investment bar- 
gains in little-known stocks. These are 
stocks of HIGH-GRADE companies that 
are well managed, have good earnings 
prospects, yet are overlooked by the aver- 
age investor. . . . We specialize in selecting 
these stocks selling under $5. A. J. G. of 
Westport, Conn., writes: “I now take 4 


other services, but yours is one of the best I 
have seen for the small investor.” FREE 
TRIAL OFFER: No obligation. Just send 
name and address on a postcard—or mail 
coupon below for ‘a full month’s trial sub- 
scription. See for yourself how you may 
benefit from “hidden” stocks that may 
show unusual profits on just a small in- 
vestment. 


PPT TSS SS SSS SS SSS SS SSS SS SSS SSS SSS SSS SSS SSS SS SS SSS SS Se 


‘ 

. Please send me your Name 

{SSR reports for 1 Address............. 
8 month’s FREE trial. City 
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Why Booms 
Breed Slumps 


Do you believe, as people did in 1929, “That this boom can, and will, go 


on forever?” 


If so, read Major Angas latest Debate 5 . 


. . BEFORE a probable slump 


which may rapidly wipe out your volatile un-cashed paper profits—which 


you now regard as your life’s safe savings. 


F-91 


Debate 5S $2 [() 
But Free with regular subscription 


12 mos., $25 7 
Major L. L. B. Angas, Inc. 


3 mos., $8 7 
Saxtons River, Vt. 











FINANCIAL 


CORPORATION 





138TH DIVIDEND 


A quarterly dividend of $0.60 
per share in cash has been 
declared on the Common 
Stock of C. I. T. Financtat 
Corporation, payable Octo- 
ber 1, 1956, to stockholders of 
record at the close of busi- 
ness September 10, 1956. The 
transfer books will not close. 
Checks will be mailed. 
C. Joun Kun, 
Treasurer 
August 23, 1956. 




















FUND, 
INC. 


60 STATE STREET 
BOSTON, MASS. 


114th Consecutive 
Quarterly Dividend 


The Board of Directors has declared 
a dividend of 11 cents a share from 
net investment income payable Sep- 
tember 17, 1956 to stockholders of 
record at the close of business August 
31, 1956. 


WAYNE R. BENZING, 
Vice President and Treasurer 





PIONEER | HOW TO 





IMPROVE YOUR POSITION 
IN THESE COMMODITIES 


GRAINS FATS-OILS 
EGGS ONIONS 
SOY BEANS WINNIPEG 


To help yea make decisions in your speculative 
position in these diti r d of the 
market trends, Commodity Trend Service offers 
Ae weekly bulletins containing sound market 
nformation plus on-the-spot telegrams as the 














situation requires. Current bulletins on these 
commodities free on request. 


COMMODITY TREND SERVICE 
136-31 Roosevelt Avenue, Flushing 54 
(N.Y.C.) N. Y¥. Tel.: INdep. 1-7779 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


; ORIGINAL PREFERRED STOCK 
i Dividend No. 189 
60 cents per share. 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 38 

27 cents per share. 


The above dividends are pay- 
able September 30, 1956, to 
stockholders of record Septem- 
ber 5. Checks will be mailed 
from the Company's office in 
Los Angeles, September 29, 


P. C, HALE, Treasurer 


August 17, 1956 
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(CONTINUED FROM PAGE 36) 


mid-East which was followed by fi- 
nancial news headlines on the gather- 
ing credit storm. Fortunately, the 
former seems to have been resolved 
favorably as this column goes to press; 
the latter probably likewise will be 
resolved on the constructive side of 
the ledger. A major buying point has 
developed in the high grade bond 
market. If this premise is correct, the 
















CONTINENTAL COPPER & STEEL 
INDUSTRIES, INC. 
New York, HN. Y. 


DIVIDEND NO. 34 


The quarterly cash dividend of twenty cents per 

Sitedation hes Geen detiered: nevchie' Sumter 

ion ry in decia e e tem- 

ber 30, 1956 to stockholders & veeed at the 
close of business September 5, 1956. 

WALTER H. KNORR 


Treasurer 





August 22, 1956 





































TEXAS PACIFIC COAL AND OIL COMPANY 
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At the regular monthly meeting held July 25, 
1956, the Board of Directors declared a regular 
quarterly cash dividend of 25 cents a share, pay- 
able September 5, 1956, to stockholders of record 
at close of business August 10, 1956. 


By R. Seibel, Secretary 
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new time table calls for a plateau in 
| the bond market which will remove 
| a psychological depressant. 

| This, then, leaves the domestic polit- 
| ical situation the chief unknown 
facing the security buyer and it is 
a risk which cannot be hedged. It 
must be accepted, or commitments 
avoided; there is no happy meeting 
ground. One does not have to be a 
political strategist to guess estimate 
| that the race probably will be close. 
| Hence, those to whom a Republican 
| Administration is the nation’s only 
salvation may find their faith tested 
in coming weeks. If so, the period 
| after Labor Day may establish an- 
| other important buying opportunity 
in the equity markets. This because 
the business fundamentals are excel- 
lent. Detroit, for example, will enter 
| the new model year with inventories 
| whittled away, used car prices strong, 
| new models with many style advan- 
tages, and 66% million people at 
work, all of which means a market. 

It’s an ill wind which doesn’t blow 
somebody some good. Case in point: 
the Suez crisis caused weakness in 
the international oils which had im- 
portant speculative attention this year 
in reflection of the facts that: (1) 
the group has been sstatistically 
cheaper than the domestic oils; (2) 
| free world demand and production 
| has been and is likely to continue to 
| increase at a much faster rate than 
in this country. With the Western 
powers having displayed a firmness 
‘of purpose which is resolving the 
| erisis successfully, Gulf Oil, Royal 
| Dutch and Shell Transport are again 
in a buying range. Further, the mid- 
Eastern crisis could be the stimulus 
to greatly intensified domestic oil and 
gas drilling activity. In turn, this 
calls attention to National Supply and 
Dresser Industries. 

The two companies are not directly 
comparable; witness the fact that they 
only compete in a drilling rig division 
which contributes a small portion of 
Dresser’s sales. Furthermore, National 
Supply’s chief product is pipe sold in 
competition with the steel companies, 
and it obtains perhaps a fourth of 
volume from a chain of stores which 
sells oil field goods made by others. 








tie INDIANA STEEL 
PRODUCTS COMPANY 


Capital ‘tock Dividend No. 60 


The Board of Directors declared a 
quarterly dividend of 30 cents per 
share on the Common Capital stock, 
payable Sept. 10, 1956, to share- 
holders of record as of Aug. 23, 1956. 


ROBERT F. SMITH, President 
August 13, 1956 
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re" Dividend No. 49 


Interlake Iron Corporation has 
declared a dividend of 35 cents per 
share on its common 
stock payable Septem- 
ber 29, 1956, to stock- 
holders of record at the 
close of business Septem- 
> ber 17, 1956. 


Co MP 
eo le Exec. Vice Pres. & Treas. 


re 


Interlake lron 


CORPORATION 
CLEVELAND, OHIO 


Blast Fernace Plants in Chicage, Duluth, Erie, Teleds 
























NATIONAL DISTILLERS 


10 
PRopuCcTS py Na, 
CORPORATION .- \\* 
(INVID): 
2% STOCK DIVIDEND ©). Ye 
ONCOMMON STOCK 3717 
The Board of Directors has today 
declared a stock dividend of 2 per 
cent on the outstanding C 
Stock, payable October 22, 1956 
to stockholders of record on Sep- 
tember 7, 1956. This is in addi- 
tion to the regular quarterly 
cash dividends on the Common 


Stock. = PAUL C. JAMESON 
August 23, 1956. Treasurer 
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Both companies would benefit from 
the fact that if the Suez Canal is 
shut, there would be a greater de- 
mand for oil in other parts of the 
world. National Supply’s 1956 earn- 
ings potential is in the area of $9-$10 
per share even though the third quar- 
ter will be poor as a result of the field 
strike. Dresser Industries’ earnings 
this year may be $7.50 per share in 
contrast to $5.04 per share last year. 
Further improvement is in prospect 
for both for next year, and both stocks, 
incidentally, are split-up candidates. 

The sharp difference in the market 
rating of the copper companies and 
the aluminum companies raises a 
serious question: has the speculative 
vogue been carried to an extreme? 
Today, the aluminum stocks are capi- 
talizing 1956 earnings prospects at 
an average of better than 20-to-1 
in contrast to a 16-to-1 ratio in 1955 
and about 6-to-1 in 1950. In contrast, 
the leading copper stocks capitalize 
prospective earnings at 7 or 8 times— 
and on less than a 10 to 1 ratio on the 
basis of the earnings level indicated 
at 40c copper. True, aluminum is a 
growth business, but copper demand 
also should expand in the years ahead. 
The threat of losing markets seems 
to be greatly over estimated. All of 
which suggests that there is better 
demonstrable value in say, Anaconda, 
than there is in say Reynolds Metals. 
Much glamour has been attached 
to the aluminum companies, and the 
intrinsic strength of copper has been 
underestimated. 


RHINEHART 





(CONTINUED FROM PAGE 39) 


In the electrical and electronics 
group, which is the spearhead of much 
of our economic advance, there are 
several candidates for blue-hue lab- 
els, such as International Telephone 
and Sylvania Electric Products. Sper- 
ry-Rand is now better classified here 
also. Another result of our new 
growth phase is the brighter outlook 
for utilities. The expanding use of do- 
mestic appliances and especially of 
air-conditioning _ units, small and 
large, the increase in construction— 
residential, commercial and indus- 
trial—is creating new peak demands 
for electrical energy. While there is 
less spectacular growth in this in- 
vestment group than in others, it can 
be more secure and thus more satis- 
factory in meeting conservative in- 
vestor needs. Because interest in 
growth has become so important, I 
asked our partner, Mr. Harold H. 
Young, to let me have the benefit of 

(CONTINUED ON PAGE 48) 
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TENNESSEE | 
GAS a 


TRANSMISSION 
COMPANY ene 


HOUSTON, TEXAS 






AMERICA'S LEADING TRANSPORTER OF NATURAL GAS Serer pepeeel ” aaeeee 

The regular quarterly dividend of 35c per 

END share has been declared on the Common 

DIVID Stock, payable October 1, 1956 to stock- 
NO. 36 holders of record on September 7, 1956. 


J. E. IVINS, Secretary 











CONSOLIDATED 
CEMENT 


CORPORATION 





CHARLESTON, 
WEST VIRGINIA DIVIDEND NOTICE 





The Board of Directors of Con- 

DIVIDEND NOTICE solidated Cement Corporation 
has declared a quarterly divi- 

A quarterly dividend of 50 dend of 20 cents a share on the 
cents per share has been de- Company’scommon stock pay- 
clared on the Common Stock able September 29, 1956, to 


of this Company, payable Sept. | 
10, 1956, to stockholders of 
record at close of business on 


stockholders of record at the 
close of business September 10, 











Aug. 28, 1956. ao ee 4 a agent books 
& 1 ae aoname MILLER 
Secretary Treasurer 





August 16, 1956 a 





ce 



















‘MACHINE AND — 


TENNESSEE 
METALS, INC. CORPORATION 
July 10, 1956 


bist Dividend 


A QUARTERLY DIVIDEND 
of FIFTY CENTS per share 
has been declared for the 
third quarter of this year, 
payable by check on Sep- 
tember 28, 1956, to share- 
holders of record on Septem- 
ber 14, 1956. 


H. T. McMeekin, Treasurer Z 


A dividend of fifty (50c) 
cents per share was declared 
payable September 26, 1956, 
to stockholders of record at 
the close of business Septem- 
ber 12, 1956. 

Joun G. Greensurcn 


61 Broadway Treasurer. 
New York 6, N. Y. 






































Johns- Manville 








Corporation 
DIVIDEND 
ee aie STAUFFER CHEMICAL 
5 terly dividend of 50c COMPANY 
Mv per share on the DIVIDEND NOTICE 
over; Common Stock pay- The Board of Directors has declared 


able September 7 a dividend of 40¢ per share on the 

. tock le September 1, 

1956, to holders of 1956 to stockh ieee of record at the 

record August 27, close of business August 14, 1956. 

1956 Christian de Dampierre 
F Treasurer 













ROGER HACKNEY, Treasurer 
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GENERAL 
PRECISION 

= EQUIPMENT 
CORPORATION 


The Board of Directors has declared 
the following dividends, each pay- 
able September 15, 1956, to stock- 
holders of record at 3:30 PM, 
August 31, 1956: 

$4.75 CUMULATIVE PREFERRED STOCK 
The regular quarterly dividend of 
$1.18% per share. 

$1.60 CUMULATIVE CONVERTIBLE 
PREFERENCE STOCK 

The initial quarterly dividend of 40 
cents per share. 

COMMON STOCK 

A dividend of 60 cents per shore. 


E. B. HENLEY, JR., Secretary 
August 14, 1956 










CLARK 


EQUIPMENT 


Dividend lice 


The Board at Directors of the Clark 
Equipment Company today declared 
the following dividends: 


Common Stock—A quarterly dividend 
of 50 cents per share, payable Sep- 
tember 10, 1956, to shareholders of 
record at the close of business August 
24, 1956. 


Preferred Stock—The regular quar- 
terly dividend of $1.25 per share 
payable September 15, 1956, to share- 
holders of record at the close of bus- 
iness August 24, 1956. 




























J. F. SQCHTEL 
August 10, 1956 Secretary 






































GENERAL 
PORTLAND 
CEMENT 
COMPANY 


COMMON 
STOCK 
DIVIDEND 


The Board of Directors of General 
Portland Cement Company has this 
day declared a quarterly dividend 
upon its Common Stock of 45 cents 
per share, payable September 29, 
1956 to stockholders of record at 
the close of business on Septem- 
ber 10, 1956. The stock transfer 
books will remain open. 
HOWARD MILLER, 
August 17, 1956 Treasurer 
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his expertness in this field. Here is 
his coverage of this request: Long 
Island Lighting, Florida Power Cor- 
poration (Florida West Coast), 
Southwestern Public Service (Texas 
Panhandle and New Mexico), and 
Puget Sound Power & Light. This 
geographical distribution is only one 
of the growth qualities in these se- 
lections which are supported by Mr. 
Young’s usual logic and keen factual 
appraisal. 

As for the general market, it is my 
belief that we have still to experience 
the most dynamic phase of this long 
bull trend; that this may occur with- 
in the next two years; that it will 
come about as we enter further into 
this most dynamic phase of our lives 
and of world history; that because it 
is the greatest phase, it will last 
longer than we expect inasmuch as 
we continue to think and judge in 
terms of past standards and records; 
that this phase will undoubtedly be 
followed by a resting period, and that 
in this period of consolidation of hu- 
man effort, the greatest benefits 
which have been achieved will be en- 
joyed in a calmer atmosphere and 
with calmer minds. Nor do I look for 
a great falling apart when the trend 
changes—unless we fail to control 
our monetary depreciation. I hope 
this longer term point-of-view will 
be accepted in appropriate perspec- 
tive. 

Although the unfoldment of forces 
must, for the most part, be witnessed 
in slow-motion, we must not forget 
that an economic sequence always 


eventually prevails. For example, the | 
cost of money, managed-economy | 


notwithstanding, will go higher. As 
a result, the price of fixed-income 
bearing securities will go lower. Dol- 
lar depreciation will accelerate. It 
may well be that drastic measures 
ultimately taken to stop this mone- 
tary trend will bring about a change 
in the equity market trend, but dollar 
depreciation and actual prosperous 
growth are and will continue as the 
two very powerful forces behind 
equity prices. The basic trend is still 
up, and intermediate phases, such as 
may be brought about by foreign en- 
tanglements or election emotions, will 
be of intermediate importance. The 
greatest money-management job is 
still ahead for the Government, as 
well as for the individual. 

Let us keep in mind the success 
story of the investor who might well 
be called “Sitting Bull.” Wise and 
realistic philosopher, he has refused 
various urgings to leave his reser- 

(CoNTINUED ON PAGE 49) 





SEABORRD 


Wi, fe 


COMMON STOCK DIVIDEND 
86th Consecutive Quarterly Payment 
The of Directors of Sea- 
board Finance Company declared 
a regular quarterly dividend of 25 
cents a share on Common Stock, 
Polder October 10, 1956 to stock- 
ug of record September 20, 


SO REFERRED STOCK DIVIDEND 
The directors also declared regu- 
lar quarterly dividends of $1.18% on 
the $4.75 Sinking Fund Preferred 
Stock and $1.25 on the $5.00 Sink- 
ing Fund Preferred Stock, both pay- 
able October 10, 1956 to ‘stockhold- 
ers of record September 20, 1956. 
A. E. WEIDMAN 
July 26, 1956 Treasurer 








PHILADELPHIA ELECTRIC 
COMPANY 


OPeicdiad Notice 


Dividends of 45 cents a share on 
the Common Stock and 25 cents a 
share on the $1 Dividend Prefer- 
ence Common Stock, have been 
declared payable September 30, 
1956, to stockholders of record at 























the close of busi on Sep b 
4, 1956. 
Checks will be mailed. 
C. WINNER 
Treasurer 
| 







ox UNITED FRUIT 


aay 


229th 
Consecutive 


Quarterly Dividend 

A dividend of seventy-five cents 

per share on the capital stock of 

this Company has been declared 

payable Oct. 15, 1956, to share- 
holders of record Sept. 7, 1956. 

EMERY N. LEONARD 

Secretary and Treasurer 

‘eae Mass., August 20, 1956 ‘a 




















DETROIT 
STEEL 
CORPORATION 


COMMON STOCK DIVIDEND NO. 106 


On July 27, 1956, the Board of 
Directors voted a cash dividend of 
$.25 a share on the Common Stock 
payable September 12, 1956, to 
holders of record August 29, 1956. 


R. A. YODER 
Vice President—Finance 
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vation, blooming with invested equi- 
ties and fenced in by high taxes, for 
the doubtful safety and comfort of 
other lands planted in bonds and un- 
fertile cash. One day he will prob- 
ably be unable to resist the fabulous 
offers which will be made for his 
holdings and he will harvest a bump- 
er crop of legal tender and then move 
to other lands, buying up on the way, 
various promises to pay and other 
forms of property which have been 
discarded by individuals of less 
wisdom or discretion. 


HOOPER 





(CONTINUED FROM PAGE 40) 


Motors is the best of them. Ford 
Motor is next in quality. Chrysler 
has the biggest leverage, but is faced 
with higher costs of production, a 
factor hard to measure. The heavy 
duty truck issues, such as Mack 
Trucks and White Motor, also look 
good on setbacks. In an average new 
highway project, it is estimated that 
earth moving constitutes something 
like 30% of the total cost. Heavy 
duty trucks benefit here, as well as 
from the continued growth in over- 
the-road freight traffic. Unfilled or- 
ders for heavy-duty trucks remain 
high, and sales and earnings of these 
companies are the highest in many 
years. 

Some of the other stocks I would 
like to watch for buying points, in 
event of weakness, are Royal Dutch 
Petroleum, Gulf Oil Corp., Pure Oil 
Company, Kerr-McGee Oil Indus- 
tries, J. J. Newberry Company, 
American Machine & Foundry, Out- 
board Marine and Manufacturing 
Company, Black & Decker Manufac- 
turing Company, Republic Steel Cor- 
poration, U.S. Foil Company, Class 
B, and Oxford Paper Co. 


The statements above are based on 
an assumed pattern, the accuracy of 
which remains to be proved. The 
pattern calls for a further delay in 





Investment Program 


a Family Affair 


— or do you, like Methuselah, expect to live 900 years? 





T'S a blunt question, we'll admit, but it’s one which we 

[: must face. We buy insurance, annuities, invest in 

securities, establish trust funds, do anything and everything 

possible to provide for those whom we will someday leave 
behind. 


— but many of us forget that there are no schools for widows, that unless we 
make the proper provisions TODAY, we are apt to make someone's tomorrow 
a frightfully heavy burden... particularly if that someone is suddenly and 
unexpectedly called upon to step into your shoes and manage the family’s 
finances. 


Without proper guidance, a sizable portfolio of securities may prove to be a 
constant source of worry, rather than the sheltered harbor which you had 
intended. Times change. Values fluctuate. The volume of the so-called 
“expert” advice now available to the investor is enough to confuse even the 
most experienced. 


You wouldn't leave your estate in the hands of a lawyer or a banker, no matter 
how prominent, unless you were convinced that he would act as a trusted 
friend. You would want to know him, test his judgment, be convinced that he 
could always be counted upon to act in your family’s best interests. 


What about your securities then... that portion of your estate which not only 
requtres a specialized knowledge, but which, in all probability, may also 
require more time, more personal supervision than you anticipate? 


We submit that NOW is the time to provide for competent investment guid- 
ance... NOW, while you are still in a position to become thoroughly familiar 
with its performance, its reliability, its adaptability to your family’s future 
requirements. 


It's not the only reason for acquainting yourself with this FORBES service, 
which provides day-to-day supervision over the portfolios of investors with 
$25,000 and more invested in securities... but it's a mighty important one. 
Send for Free Descriptive Booklet. 


Mail Coupon =WNo Obligation 
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WHAT CLIENTS SAY: 


| 

loosening credit, but eventual easing nh eet Manel ath he . Forbes Personal Investment Management | 
of credit through liberalizing bank services you have been giv- 4 70 Fifth Avenue, New York 11, N.Y. | 
reserves; then too, it calls for an ee re eee a 1 1 may be interested in retaining the services of ! 
examination of a “demand area” be- tion will continue to ade- | Any ea coats eae Bagge en A stan anu 
fore there is a test of the now quite ennai « x7 details? My present investments are valued at ep- | 
formidable “supply area.” por 5G asitmena nema pepe grep hey tw 
I’m not bullish until and unless - Si ek See oe cub ot aie ! 
there is some change of credit policy. | PR sn tks Pa ee | 
If that change takes place a ae ; PE i. <sciassrscuiekoireonintpepecmimniiaadaidia i 
enough in the future, and is suffi- J CV eanernceceserneneenernenerse Zone........State — 
ciently effective, I would again invest | A Division of investors Advisory Institute, inc. 9-1 | 
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Og Leg RETR ORE BARE 


it U ¢ HTS BUSINESS OF LIFE 


There are many forms of triumph, 
but there is no other success that in 
any shape or way approaches that 
which is open to the men and women 
who have the right ideals. These are 
the men and women who see that it is 
the intimate and homely things that 
count most. They are the men and 
women who have the courage to strive 
for the happiness which comes only 
with labor, effort and self-sacrifice, 
and only to those whose joy in life 
springs in part from power of work 
and sense of duty. 

—Cuartes R. WIERs. 


Governments know that the life of 
the world cannot be saved if the soul 
of the world is allowed to be lost. 


—HeErRBERT Hoover. 


The morale of an organization is 
not built from the bottom up; it filters 
from the top down. 


—Peter B. Kyne. 


Don’t flatter yourself that friend- 
ship authorizes you to say disagree- 
able things to your intimates. The 


_ Nearer you come into relation with a 


person, the more necessary does tact 
and courtesy become. Except in cases 
of necessity, which are rare, leave 
your friend to learn unpleasant things 
from his enemies; they are ready 
enough to tell him. —Ho.MEs. 


Many persons think that by hoard- 
ing money they are gaining safety for 
themselves. If money is your only 
hope for independence, you will never 
have it. The only real security that 
‘a man can have in this world is a re- 
serve of knowledge, experience and 
ability. Without these qualities, money 
is practically useless. The security 
even of money depends on knowledge, 
experience and ability. If productive 
ideas are displaced by destructive 
ideas, economic life suffers. 


—HeEnry Forp. 


The hundred-point man is one who 
is true to every trust; who keeps his 
word; who is loyal to the firm that 
employs him; who does not listen 
for insults nor look for slights; who 
carries a civil tongue in his head; 
who is polite to strangers without be- 
ing “fresh”; who is considerate to- 
ward servants; who is moderate in 
his eating and drinking; who is will- 
ing to learn; who is cautious and yet 
courageous. —EL.sert Hussarp. 





The price of power is responsibility 
for the public good. 
—WrintHrop W. ALDRICH. 


Even in the meanest sorts of labor, 
the whole soul of a man is composed 
into a kind of real harmony the in- 
stant he sets himself to work. 

—CaRLISLE. 





B. C. FORBES: 


Ella Wheeler Wilcox long, long 
ago wrote: 


So many gods, so many creeds 
So many paths that wind and 
wind, 
While just the art of being kind, 
Is all the sad world needs. 


As one grows older, evaluation 
of what counts in life becomes 
simpler and simpler. Almost the 
only thing I have sought to im- 
press upon my sons is the im- 
portance, always, of being kind. 
My philosophy is that if every- 
one were kind to everyone else, 
the world would be happier. I 
have often had this thought: 
More than half of our tragic 
number of fatal automobile ac- 
cidents every year are due to 
lack of kindness, lack of cour- 
tesy, lack of consideration. If 
drivers elected, under any and 
all circumstances, to defer po- 
litely to the other, collisions 
could more often than not be 
avoided. So could collisions in 
other phases of life. Be kind! 











We can achieve the utmost in 
economies by engineering knowledge; 
we can conquer new fields by re- 
search; we can build plants and ma- 
chines that shall stand among the 
wonders of the world; but unless we 
put the right man in the right place— 
unless we make it possible for our 
workers and executives alike to en- 
joy a sense of satisfaction in their 
jobs, our efforts will have been in 
vain. —Epwarp R. STeEtTrtintivs. 


The prizes go to those who meet 
emergencies successfully. And the 
way to meet emergencies is to do 
each daily task the best we can; to 
act as though the eye of opportunity 
were always upon us. 

In the hundred-yard race the win- 
ner doesn’t cross the tape line a dozen 
strides ahead of the field. He wins 
by inches. 

So we find it in ordinary business 
life. The big things that come our 
way are seldom the result of long 
thought or careful planning, but 
rather they are the fruit of seed 
planted in the daily routine of our 
work. —WILLIAM FEATHER. 


The man of regular life and ra- 
tional mind never despairs. 


—C. BRONTE. 


All mankind is divided into three 
classes: those that are immovable, 
those that are movable, and those 
that move. —ARABIAN PROVERB. 


Be sure of the foundation of your 
life. Know why you live as you do. 
Be ready to give a reason for it. Do 
not, in such a matter as life, build an 
opinion or custom on what you guess 
is true. Make it a matter of cer- 
tainty and science. 


—Tuomas Starr KInac. 


I care not what your education is, 
elaborate or nothing, what your men- 
tal calibre is, great or small, that man 
who concentrates all his energies of 
body, mind and soul in one direction 
is a tremendous man. —TALMADGE. 


A superior and commanding intel- 
lect, a truly great man—when Heaven 
vouchsafes so rare a gift—is not a 
temporary flame, burning for a while, 
and then expiring, giving place to 
eternal darkness. It is rather a spark 
of fervent heat, as well as radiant 
light, with power to enkindle the 
common mass of human mind; so 
that, when it glimmers in its own 
decay, and finally goes out in death, 
no night follows; but it leaves the 
world all light, all on fire, from the 
potent contact of its own spirit. 


—DaniIEeL WEBSTER. 





More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. Deluxe edition, $7.50. 














A Text... 


Sent in by Jewell P. Floyd, Jr., 
Gainesville, Fla. What’s your fa- 
vorite text? A Forbes is pre- 
sented to senders of texts used. 


Let your light so shine before men, that they 
may see your good works, and glorify your 
Father which is in heaven. 


—Sr. Mattuew 5:16 
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